


pi 


BUS INES S -A Ne. # iw 4 ee 








Acvistare msueance com 








SEARS CREDIT SERVICE 











50c 


| SEPTEMBER 15, 
\ 1961 











contributions of 


= 


UVUOP RESEARCH : 


nS 
+ 
+ 


™' 


4 or 24 seasons 
in September... 


Dry heat in Texas . . . cool breezes in Michigan . . . snow in the Rockies... 
September offers a wide variety of climates. If you drove across the 
United States and didn’t use gasolines blended for specific localities and 
climates, you would have a lot of trouble . . . cold starting, vapor 
lock, gas line freezing, engine stalling. 

Refining processes and catalysts developed by UOP give refiners the great 
flexibility they need to supply you with motor fuels tailor-made to 
each place and season. UOP research and technology has also produced many 
of the additives and products that stabilize the quality and improve the 
performance of these fuels ... prevent sludge and gum formation, reduce 
engine deposits, end carburetor icing. 

Aircraft, jet and diesel fuels also benefit from the research and development 
that keeps UOP ... and world progress . . . on the go! 
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Long Distance 


in extra 
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“We follow up orders by Long Distance, and boost sales” 


says Leo Blackwell, vice president, 
Southern Electric Supply Co., Meridian, Miss. 


LONG DISTANCE RATES ARE LOW 


“You'd be surprised how often you can increase the Here are some examples: 


size of an order if you get back to the customer fast enough.” a : oe / 
: ae Meridian, Miss. to Birmingham, Ala. 65¢ 

reports Mr. Blackwell. 

Pittsburgh to Detroit ..... . ®80¢ 


“That’s why we call customers when we get their 
: = St. Louisto Omaha ...... $1.05 


orders. By talking about related items—or about a special All Sa teed oad 
offer, we can frequently boost the size of a sale. Re te hae ae. s 


. ate Boston to Miami ...... . . $1.70 
‘A few weeks ago, we jumped an order from $150 to 


$2000 that way. And the cost of the call was $4.80.” These are day rates, Station-to-Station, for the first 
minutes. Add the 10% federal excise tax 


Long Distance pays off! Use it now . . . for all it’s worth! 


BELL TELEPHONE SYSTEM (4A) 
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Servant to the Electronics Industry 


Epoxy Molding Compounds 


The Adhesive, Resin and Chemical Division of American-Marietta, one of the 
leaders in the development and production of unique and versatile plastic materials, 


helps to satisfy the electronics industry’s demand for automated encapsulation of 
precision components. 


The result of more than five years of research, supported by extensive military and 
industrial evaluations, EMC epoxy molding compounds have the inherent physical, 
chemical and electrical properties which make possible new fields of design and new 
manufacturing techniques in the electronics fields. 

Whether it be the launching of a rocket, the imponderable calculations of a com- 


puter or a breeze of fresh music from the nearest stereo set, A-M’s advanced epoxy 
molding compounds assure trouble-free operation of vital electronic components. 


PAINTS « CHEMICAL COATINGS + SYNTHETIC RESINS 
ADHESIVES « SEALANTS ¢ METALLURGICAL PRODUCTS 
PRINTING INKS «+ DYES « HOUSEHOLD PRODUCTS « LIME 
REFRACTORIES « CONSTRUCTION MATERIALS ¢« CEMENT 
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through 
Research 


American-Marietta 
Company 
Chicago 11, Illinois 
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SIDE LINES 


The Basic Ingredient 


THE YOUNG president of an old, dis- 
tinguished company was talking to 
Forses recently about a story we 
had done some months before. The 
story was called “The Blue Chips 
of Yesteryear” (ForsEs, 
April 15), and the young 
chief executive had been 
brooding about it. “Why,” 
he asked, “have some big 
companies been able to 
adapt to changing con- 
ditions and remain suc- 
cessful over the decades 
while others have fallen 
by the wayside?” 

A fascinating question 
this matter of successful 
longevity, but we’ve no 
easy answer. We do 
know, however, that it 
has a lot to do with peo- 
ple—more than with any 
other factor. In fact, only 
a few days after the 
above-mentioned con- 
versation, Associate Edi- 
tor Sheldon Zalaznick 
came back from Chicago 
with some very pertinent 
thoughts on the subject. 

Chicago Legwork. In 
Chicago, Shelley was do- 
ing his legwork for the 
cover story in this issue 
on Sears, Roebuck (see 
p. 19). Now Sears has 
been a major name 
in U.S. retailing since 
before the turn of the 
century and many a 
vaudeville joke has been 
spun about its ubiquitous 
catalogs. Sears steadily 
had gained ground on re- 
tailing rivals until the 
year 1900 when it won 
first place from Mont- 
gomery Ward. Since then 
it has widened its lead. 
Thus, Sears is a company 
that rates tops for con- 
sistent and durable success. 

And what did Sears have that 
its rivals did not? “People,” says 
our writer. “Sears attracted top 
talent, held on to it and gave it the 
proper tools to work with. Asso- 
ciate Editor Zalaznick continues: 

“Sears, which celebrates it 75th 
anniversary this month, has never 
seemed to lack an abundance of 
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Gen. Robert E. Wood 


Theodore Houser top 


Charles Kellstadt 
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gifted men at the top. There was 
Founder Richard Warren Sears 
himself, a salesman so gifted that 
he could, according to one contem- 
porary, ‘sell a breath of air.’” 

General Merchandise. 
“Then there was Julius 
Rosenwald, who took 
such pride in his call- 
ing that as the lone ci- 
villian in a group of 
top Army brass visiting 
France in World War I, 
he genially introduced 
himself as ‘General Mer- 
chandise.’ The employee 
profit-sharing plan he set 
up in 1916 has been a 
boon to Sears ever since. 

“Rosenwald was fol- 
lowed as Sears’ chairman 
by a real general, Robert 
E. Wood. It was General 
Wood who _ shrewdly 
spotted the economic 
trends that brought peo- 
ple from rural farm com- 
munities to live in big 
metropolitan areas after 
World War I. And it was 
the same man who just 
as shrewdly led Sears out 
of the cities toward su- 
burbia following World 
War II.” 

Links. “General Wood 
was followed by Theo- 
dore V. Houser as Sears 
chairman, and Houser 
was a firm believer in fix- 
ing retirement ages for 
executives. ‘Which 
is more important, 
Houser asked, ‘to con- 
tinue longer with one 
man, or to let 14 others 
move upward and spread 
the attraction to Sears for 
young people?’” And so 
the chain has gone on. 
Charles Kellstadt is the 
latest link in Sears’ con- 
tinuing chain of gifted leaders. 

Sears’ success has not been mere- 
ly the doing of a few brilliant men 
What distinguishes Sears is the 
consistently high quality of its top 
men and the ready availability of 
top-notch replacements. This can- 
not be achieved on the cheap nor 
overnight. But it seems to pay off 
in corporate longevity. 
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how Close are you to calculators? 


Chances are you don’t think about calculators much. But executives who have looked 
into them generally find it's smart business to settle on a Marchant. Why Marchant? 1 
Because it (a) starts figuring the answer before you have finished the question; (b) gives 
you the result with minimum fuss and maximum accuracy; (c) has a dial right on the | 
keyboard to help you double-check your figures! No wonder Marchant is the world’s : 
largest-selling calculator .. . figures in the most successful businesses. Why not yours? 





Ask a Marchant man for a free demonstration — or mail coupon on the opposite page. | 
Marchant — made in America. | 
2 J 4 tt Na : /. 
a ; {) ‘4 é | 
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DIVISION OF SMITH-CORONA MARCHANT INC 
410 Park Avenue, New York 22, N.Y. 








READERS SAY 


What's Cheap? 


Sm: Many small investors are pri- 
marily interested in low-priced common 
stocks . . . I wonder why, occasionally, 
one of your columnists doesn’t devote his 
article to these low-priced equities. 

—Mrkrs. BEnnIE Lou Carr 
Athens, Ga. 


A $5 stock is not necessarily “cheap.” 
Nor is a $100 stock necessarily “exrpen- 
sive.” Many investors find it difficult to 
grasp the very simple fact that whether 
they buy ten shares of $100 stock or 1,000 
shares of $1 stock they still have exactly 
the same thing: namely, a $1,000 stake in 
some company—Eb. 


“Loading” Charges 


Sr: With all due respect to author 
Edgar Lawrence Smith (Readers Say, 
Forses, Sept. 1), it is neither fair nor 
sensible to compare the service a fund 
salesman renders to that of a lawyer or 
doctor. . . . Comparison to life insur- 
ance is more appropriate. The giat. ven- 
erable institution of life insurance would 
be a small, exclusive club, were it not 
for salesmen ringing phones and pushing 
door bells. How often did Mr. Smith in 
his 78 years go out and buy a life in- 
surance policy? Was it not a salesman 
who came to him? 

—F.K. KEerPen 
New York, N.Y. 

Edgar Lawrence Smith, distinguished 
author of the classic Common Stocks as 
Long-Term Investments, wrote that he 
was “appalled at the 8% sales charges” 
on mutual fund shares—Eb. 


Sir: With all due respect for the wis- 
dom of old age and one who is experi- 
enced in the investment field, how can 
Mr. Edgar Lawrence Smith be so far off- 
base? ... Let’s be done with these slaps 
at men who are making known to the 
American public a good product—buying 
a part of America! 

—Rosert SENG 
Boston, Mass. 

Sir: Every time I read a report in your 
magazine about the “loading charges” of 
mutual funds my blood boils. . . . Are 
you saying that we mutual fund sales- 
men do not earn our meager (as 
compared to insurance salesmen) com- 
missions? Do you realize the amount of 
service that goes with each sale? 

—H. Manvet Dosrusin 
Brighton, Mass. 


Sir: There is a flood of new investors 
entering the market. Our job is to see 
that they invest as wisely and securely 
as possible. We find that it is almost im- 
possible to give the average small inves- 
tor the diversification necessary for 
maximum security that an investment 
company or mutual fund can. 

—ARTHUR WALDMAN 
Butler, Wicks & Co. 
Youngstown, Ohio 


Sm: Congratulations on your latest 
“improved” rating on mutual funds. No 


wonder my friends are all buying “no- | 
loads.” Who cares about management re- | 
sults? Certainly not the wise investor. I, | 
for one, am interested in personal results | 
and here is where the no-loads come in— | 


you just can’t beat them. 


—Sor WIEDER 


Brooklyn, N.Y. 


Str: I would like to congratulate you | 


on the fine analysis on the mutual funds 
(Forses, Aug. 15). For anyone interested 
in mutual funds, this issue alone is worth 
several times a year’s subscription. 


—L.C. BARNES | 


Greenwood, Miss. 
What Pope Said 


Sm: Your article on Zenith (“At the 
Zenith and on the Spot,” Forses, Sept. 1) 
is most interesting, and I think you would 
be doing Zenith a service if you would 
point out that Pope’s lines, which you 
say hangs framed in its offices, should 
read “Be not the first by whom the new 
are tried, etc.” 

—Georce E. WILLS 
Scarsdale, N.Y. 

Reader Wills is right, but it was Forses 
that slipped, not Zenith, in quoting the 
lines from Alexander Pope’s “Essay on 
Criticism.” 


Port Authority 


Sm: Your’ eye-catching editorial, 
“Watch Port Authority Bonds” (Forses, 
Aug. 15), caught my attention because 
our firm has participated in the under- 
writing of Port Authority bond issues. 

I, therefore, came to appreciate at first 
hand the integrity of the Port Authority 
and its conviction that nothing must ever 
happen to affect adversely the interests 
of the holders of its revenue bonds. I am 
also a frequent and longtime user of the 
Port Authority airports .. . and can say 
that the facilities and service compare 
most favorably with the best in this 
country and abroad. 

I also feel that a further examination 
on your part would disclose that the Port 
Authority is not in any way against the 
solution of the plight of the rapid transit 
railroad serving the metropolitan com- 
muters, but only that kind of a solution 
which would dilute the security of its 
revenue bonds. 

I can’t name a public authority or en- 
tity anywhere which is more militant in 
guarding the interests of its bondholders 
or more dedicated to the public interest. 

—CuesTer W. LAInG 
President, 


John Nuv ' 
Chicago, Ill. ohn Nuveen & Co 


Sr: In one instance, you warn the 
bondholder to “keep a sharp eye on the 
situation” and, on the other hand, you 
upbraid the management for not helping 
to keep alive the near-bankrupt railroads, 
now serving the metropolitan commuters, 
when it is common knowledge that the 
metropolitan transit problem is the finan- 
cial headache of all large population cen- 

(CONTINUED ON AGE 76) 


How close are you to calculators? 


You can get close to a Marchant Calcu- 
lator, to see its remarkable function and 
adaptability to your business, by asking 
for a free demonstration. Mail coupon 
below. Marchant—made in America. 


And don't forget to ask for a 


FREE 


“Marchant 
Methods” 


Study 


tailored to 
your industry 


Marchant has compiled over 200 
studies, each tailored to a specific 
industry. For your free copy of 
“Marchant Methods” tailored to your 
business, mail this coupon today. Let 
Marchant show you how you can 
make figurework less work. 


s/c af 


SMITH-CORONA MARCHANT 
410 Park Avenue, New York 22, N.Y. 


1 Smith-Corona Marchant Inc. F-9 l 
1 410 Park Avenue, New York 22, N. Y. | 


1 D At no obligation, please send me my free | 
| scopy of ‘Marchant Methods.” i 


l C) t would like a demonstration at no obligation. l 
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Forecast for energy: 


Millions of new cars will help 
boost America’s demand for 
energy twice as high by 1980 


Over 72,000,000 motor vehicles are on the road today, almost half 
again as many as in 1950. As our population climbs the number of 
vehicles also climbs—by 1980 there will be 70°% more vehicles 
in the nation. Our cars and trucks now consume more than a 
billion gallons of fuel each week. Millions of new vehicles are just 
part of the reason why America will consume twice as much 
energy by 1980. 


Where willit comefrom? Much will come from present energy 
sources, some from new ones. Whatever the source, a 

large share of energy in its most efficient and usable 

forms will be transported via pipelines. Texas Eastern—pipeliner of 
energy—constantly searches for new energy sources, while expanding 
its present systems. Our Little Big Inch pipeline system, already 
the largest of its kind, delivers ever increasing volumes of finished 
petroleum products—energy in liquid form—from Gulf Coast 
refineries to Midwest markets. Our natural gas pipelines, stretch- 
ing from the Mexican border to the Atlantic Seaboard, have 
capacity to fuel thousands of factories and heat millions of homes. 
With the future bringing new and greater demands, Texas Eastern 
grows and diversifies today to meet tomorrow’s energy needs. 
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HILLERICH & BRADSBY CO., INC. 


“World's largest manufacturer of basebal! bats" 











POWER -BILT 
AND GRAND SLAM 
GOLF CLUBS 


“NCR Accounting Machines return 59% annually 


on our investment!” 


“Our NCR Accounting Machines have 
provided a remarkable improvement in 
the economy and efficiency of our ac- 
counting systems. 

“From the point of view of economy, we 
find that our Nationals create savings 
equal to a 59% return each year on our 
investment in the equipment. 

“From the point of view of efficiency, 
our accounting data flows at a faster, 
more even rate. Overtime has been elim- 
inated, and mechanical ‘downtime’ has 
been practically non-existent. 

“From the point of view of our over-all 
system, the interchangeable program 


HILLERICH & BRADSBY CO., INC. Louisville, Kentucky 


bars permit us to switch from one ac- 
counting job to another in a matter of 
seconds. Because of this feature, our 
various accounting jobs, including Pay- 
roll Writing, Federal & State Reports, 
Accounts Payable, and Accounts Re- 
ceivable, can be quickly handled with- 
out the need for time-consuming delays, 
and without the need for costly ‘get- 
ready’ procedures.” 


fe athttevcd 


John A. Hillerich, Jr., President 
Hillerich & Bradsby Co., Inc. 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES © 77 YEARS OF HELPING BUSINESS SAVE MONEY 
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In your business, too. NCR ma- 
chines will pay for themselves, 
then continue savings as annual 
profit. INVESTIGATION IS 
THE PATHWAY TO IN- 
CREASED PROFITS ... call 
your nearby NCR representa- 
tive to learn how much agree. 

* gg, i 


you Can save. 


S TRACEMARK—-REG. U.S. PAT. OFF. 


NCR tom 


ACCOUNTING MACHINES 
ADDING MACHINES © CASH REGISTERS 
ELECTRONIC DATA PROCESSING 
NCR PAPER (NO CARBON REQUIRED) 
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“With all thy getting get understanding” 


FACT AND COMMENT 


by MALCOLM S. FORBES 





THE UNFIREABLES 


Most Americans on occasion have experienced the 
frustrations of dealing with government agencies. More 


ington in Theodore White's fascinating best seller, The 
Making of the President 1960: 


often than not the experience is a souring one, not merely 
in terms of inevitable delay and red tape, but particularly 
the indifference or seeming hostility of the employees. 
It is this factor probably more than any other which 
people have in mind when they decry “bureaucracy” 
and the arrogance of government. 

What creates this chilling attitude on the part of so 
many “public servants” who deal with citizens across the 
desk and over the counters of multitudinous state and 
federal agencies? The explanation is simple enough. 
They can’t be fired. By their “customers”—you—or by 
their boss or superior on the immediate level or up to 
and including the governor or the President himself. 

Why”? 

Because they are under Civil Service. Practically 
speaking, short of being caught with one’s hand in the 
till or in an outright violation of the criminal codes, a 
civil servant has job security until retirement. 

Civil Service was conceived with the intent of taking 
the “spoils” out of politics. No longer after each election 
change do all the jobs of a particular de- 
partment constitute patronage for the new 
incumbent. By thus making government 
work attractive in terms of a career and 
security, it was felt that better people 
would be attracted to and stay with every 
burgeoning bureau whose operations must 
continue no matter who wins what elec- 
tion. 

The concept has proved basically a 
sound one. It is not a case of the cure be- 
ing worse than the disease. But a prime 
illustration of the problem engendered by 
non-fireability is related by Stuart Sym- 
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Stuart Symington 


When I was made Assistant Secretary of War 
for Air, I called in an industrial engineer named 
C.D. Kline and I said, “Kline, the relationship 
between the War Department, Patterson’s office 
and Air Force procurement is absurd. Every 
contract over $100,000 has to be negotiated out 
in Wright Field and then renegotiated and re- 
duplicated back here in Washington, and it's 
taking weeks of red tape to clear anything. I 
want you to go out to Wright Field, talk to them 
and look into it all.” 

Well, forty-eight hours later he came back to 
my desk and told me about this project director 
out there. Kline said, “I talked to him for five 
minutes and he said, ‘I’ve only three things to 
say to you: one,I don’t believe in industrial engi- 
neers; second, if I did, I wouldn’t hire you; third, 
I don’t want to talk to you at all.’” 

It was about nine o'clock in the morning then 
and I walked into “Toohey” Spaatz’ office, he was 
Chief of Staff of the Air Force then, 
and I said, “I want you to fire that 
man by ten o'clock in the morning.” 

Twenty minutes later Spaatz comes 
back and tells me that it couldn't be 
done, this man at Wright Field had 
Civil Service status, you couldn’t fire 
him. 

Well, I went back to my office and 
telephoned the head of the Civil 
Service Commission. I made an ap- 
pointment for three o'clock that after- 
noon. I walked right into his office, 
explained it, asked if I could fire that 





man and said, “Before you answer that 
question, I want to say one thing—if 
you tell me I can’t fire him, I’m going 
directly from this office to the White 
House to resign.” So it turned out at 
the Civil Service, after they heard me, 
that I could fire him: for simple insub- 
ordination. 

I remember leaving that office with 
one of my Air Force generals and 
giving him my car to drive directly to 
the air field to get a plane to Wright 
Field and fire that man that afternoon 
and bring him back to me. When he came into 
my office the next day, that fellow was a very 
different man—he cried. He told me what it 
would do to his career and his family, and his re- 
tirement was coming up, that stuff. So I told him 
it was production I wanted, not punishment— 
could he give me his word he’d go back there and 
do a job. He said he could. The fact is— 
he did. 

But you have to run it—you have to run this 
government, or it runs you! 


x 
TO GIVE OR NOT TO GIVE 


It was high time somebody blew the whistle on the 
myriad charities whose solicitors annually gather $1.5 
billion for the support of their activities. Businessmen 
and businesses large or small are always prime targets 
for the over 100,000 voluntary health and welfare agencies 
now in operation. 

It is not the giving that bothers the conscientious givers, 
but the unanswered question of how much of each 
donated dollar ends up being spent for the purposes out- 
lined. A recently completed Rockefeller Foundation- 
financed study of the whole problem points out that 
“almost no carefully evaluated information is available 
on how voluntary agencies spend the $1.5 billion that 
the public now entrusts to them each year.” The study 
group, headed by Lindsley F. Kimball, estimates that 
approximately 25°, or $375 million, of the money 
contributed goes to administrative over- 
head, fund raising, public and professional 
information costs. While some agencies 
claimed only 5° went for this purpose and 
others admitted as much as 57%, the ac- 
counting proeedures of most agencies are so 
vague, slipshod or misleading that fund 
raising costs are well-nigh impossible to 
determine. 

The committee report further states, “The 
predominant desire of the agencies too fre- 
quently is for self-perpetuation to the detri- 
ment of overriding public interests.” Most 
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Lindsley Kimball 


Richard Nixon 


of us can recall the wide-reaching fund 
raising effort, for instance, of The National 
Foundation for Infantile Paralysis, particu- 
larly because under its auspices the cure 
emerged—Salk vaccine. But with its pur- 
pose in large measure accomplished, this 
foundation didn’t wind up headquarters: it 
simply dropped the “Infantile Paralysis’ 
from its name and expanded its purposes. 

Says the Rockefeller committee: “It does 
not take over 100,000 voluntary agencies 

. to provide private health and welfare 
services in the United States.” The com- 
mittee goes on to recommend appointment of an inde- 
pendent national commission to make a “thorough eval- 
uation” of the agencies and the development of uniform 
accounting and financial reporting. 

A voluntary effort to bring order and responsible ac- 
counting to the whole field is infinitely preferable to any 
federal regulation. Yet so long as contributions to these 
causes are tax deductible, the Government has a reason 
to move into the area in response to growing citizen irri- 
tation. 

I can think of one approach that might lend substantial 
impetus to voluntary collective action along the outlines 
in the Rockefeller study. Before giving as a business 
and/or as a businessman to any charity, ask for a copy of 
a certified accounting of funds previously raised showing 
clearly what went for overhead and what went for the 
objectives stated. No compliance, no contribution. 

As one who has often canvassed for causes, I have 
heard many quite imaginative reasons for not giving by 
those who didn’t want to. The above would be a 
most useful response both for those who give and those 
who don’t. 


ze 


HE SHOULD RUN OR HE’S DEAD 


Any day now Richard Nixon is supposed to announce 
whether he will be a candidate for governor of California 
next year. As one of a steadily-dwindling number 
who has not yet been asked for advice, I am glad to 
give it. 

If there is anything deader in politics than 
yesterday’s unsuccessful candidate, it’s the 
same fellow planning to try again without 
a firm, elected political basis. The excep- 
tions, as usual, merely prove the rule. 

If Richard Nixon desires to be the Re- 
publican presidential nominee again either 
in 1964 or (with more perspicacity) in 1968, 
he should take the advice of one whose 
political career doesn’t qualify him to give 
it—Dick, if you don’t become governor of 
California, you’re dead. 
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Serving industry 


throughout the 





A brief presentation of our 
operations, services, research for the 
future and the markets we serve, 
is contained in a brochure, 
“The Story of Engelhard Industries.” 
We will be pleased to forward a copy, 
upon request. 


free world... 


The products of Engelhard Industries are manufac- 
tured on four continents and supplied to industry 
throughout the free world. The diversity of our produc- 
tion is in effect equally broad—with a most interesting 
and unusual range of applications that extends from 
below the earth’s surface to outer space. 

Despite the infinite variety of manufacture in our 


[~7) plants, the precious metals are the base upon which the 


entire structure of Engelhard Industries is founded. 
While our products are used in virtually every indus- 
trial category, the broadly-inclusive fields of chemistry, 
communications, electronics, nucleonics and transpor- 
tation are considered to be particularly important mar- 
kets in our present activities and for future growth. 

A greatly expanded and essential industrial role has 
been created for the platinum metals, gold, silver and 
related products in spectacular scientific and techno- 
logical advances made during the past quarter century. 
In our own continuing programs of research therefore, 
a range of projects is constantly evolving toward the 
development of new and improved chemicals, alloyed 
materials, instruments, assemblies, components and 
equipment to meet the swiftly changing needs of the 
industrial complex we serve. 

Our facilities and offices here and abroad are located 
in Or conveniently near to the centers of industrial ac- 
tivity. They are thus enabled to provide the marked 
advantages of international service and supply. 


! N D U s T ~ 1 E $s, ! N c. 


113 ASTOR STREET : 
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Now linking 23 major U. S. cities 





WESTERN UNION TELEX — 
just dial and you’re there 
instantly...in writing 





Business now “‘talks” in writing 
to 23 coast-to-coast cities—will 
soon “‘talk’’ to more than 180 
cities—over Western Union’s 
new Telex Network. 





Telex—Western Union’s latest 
development in economical, in- 
stant, written communications— 
puts businessmen a dial-spin away 
from offices, factories, warehouses, 
and important customers. Telex 
saves time, saves money, gives 
users a written record of every 
“conversation.” 

Just how do you send a Telex mes- 
sage? You dial the number—in- 
stantly you are connected and get 
automatic identification. Then you 
type your message on the simple 
Telex keyboard. Your correspon- 
dent can answer back immediately. 
Actually, to receive incoming mes- 
sages, Telex requires no operator. 
Telex automatically verifies every 





connection for the sender and re- 
cords his message to you. In short, 
Telex can work for you 24 hours a 


day ...7 days a week! 


Telex is fast, remarkably so, be- 
cause of automatic electronic selec- 
tion. Messages literally fly 
anywhere on the Telex Network at 
better than a word a second! 


Telex now connects 
these 23 cities: 


Milwaukee 
Minneapolis 


Atlanta 
Baltimore 


Boston 
Buffalo 
Chicago 


New Orleans 
New York 
Philadelphia 


Cleveland 

Dallas 

Denver 

Detroit 

Houston 

Kansas City, Mo. 
Los Angeles 


Pittsburgh 
Portland, Ore. 
St. Louis 

San Francisco 
Seattle 
Washington 


Future plans? By the end of 1961, 
22 more cities will be added to the 
above network, for a total of 45 
cities in all. When completed, West- 
ern Union’s U.S. Telex Network 


will connect 20,000 subscribers in 
over 180 cities. 


Global Implications: 

For the past few years, Telex has 
been operating successfully be- 
tween four major U. S. cities, 
Canada, and Mexico. Soon, sub- 
scribers in all 23 U.S. Telex cities 
can communicate with certain key 
markets in Europe, Asia, Africa, 
South America, and the Caribbean 
via Telex. Sender merely dials cor- 
rect code for automatic interconnec- 
tion with overseas Telex. 

Even more exciting is Western 
Union’s future planning: a Western 
Union fully automatic Telex Net- 
work—working speedily and com- 
patibly with other systems—to 
permit direct customer-to-customer 
dialing to virtually every impor- 
tant overseas market. These will 
include: The United Kingdom, 
Germany, France, Belgium, Hol- 
land, Japan, South Africa, and 
Argentina. 





Western Union... finds better ways to speed it electronically 
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OIL 


LOST MOMENTUM 


After a fast start in the first 
half, the oil industry seems 
to have lost its momentum, 
thus running counter to the 
general economic pickup. 


In the first half of 1961, net profits of 
the 30 top oil companies went up 
15.8% from 1960 and reached the $1.5- 
billion mark. Not since the group 
set its all-time profits record ($3.07 
billion) in 1957 had things looked so 
bright. But last month it was uncom- 
fortably obvious that much of the 
brightness had faded. As August drew 
to its close, oil was in trouble vir- 
tually everywhere and the bugaboo 
was an old one: overproduction and 
weak prices. Elsewhere in the econ- 
omy, a boom of at least mild propor- 
tions seemed in the making. It was 
passing oil by. 

Far & Wide. “Close your eyes and 
jab a finger at the map,” cracked the 
top economist for one international 
oil company. “That is where the trou- 
ble is.” His description was disturb- 
ingly apt. Crude oil from the big 
Venezuelan fields was being sold at 
30-cent to 40c discounts per barrel 
from the posted price. In Europe, 
fresh crude from the new African 
fields was rapidly depressing once- 
strong product prices. In Indonesia, 
President Sukarno decided to demand 
60°. of the profits, instead of the con- 
tractual 50%, from the 400,000 bar- 
rels of crude oil produced daily in 
that country by Jersey Standard and 
Socony Mobil (through Stanvac), by 
the Royal Dutch-Shell group, and by 
Texaco and Standard Oil of California 
(through Caltex Pacific). 

Nowhere were prices under heavier 
pressure than in the U.S. Gasoline 
price wars which have flared all across 
the country for the past few months 
were, if anything, getting worse. Ear- 
lier price cutting in the Carolinas, up; 
state New York and the Detroit area 
(where gasoline sold for an incredible 
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pre-tax 6 cents a gallon at one point 
this summer) had spread to such 
places as Indianapolis, Buffalo and San 
Antonio. Under pressure for months, 
sellers in the huge mid-continent area 
cut prices twice in August; gasoline in 
that area was fetching a full 1c less 
than 1960 prices as the month closed. 

War in the West. Still dragging on 
was the big West Coast price war. It 
was, in fact, fed fresh impetus in Au- 
gust by Gulf Oil’s decision to sell a 
new brand—Gulftane—at 2c less than 
its regular gasoline. It all added up 
to the best service station bargains in 
a decade for motorists, but such big 
refiners as Atlantic, Cities Service, 
Indiana Standard and Tidewater were 
paying the bill. 

The arithmetic that is causing the 
fiasco is simple. In the face of the 
second smallest increase in U.S. con- 
sumer demand since World War II 
(an estimated 1.7%), U.S. crude out- 
put has increased a full 3° from a 
year ago (to 7 million barrels daily). 
Refineries are running at record 
levels (8.5 million barrels of through- 
put daily at the end of August) that 
are 5% higher than a year ago. 


PRICE WAR, 1957: 
history was being repeated 


September 15, 1961 


Going Fast. It all meant that few oil 
companies had much chance of match- 
ing their handsome first-half results. 
As the boss of one billion-dollar com- 
pany put it early this month: “Our 
profits were up 30° in the first six 
months of this year, but we’ve now 
lost our momentum. The second half? 
Frankly, I'll be glad when it’s over.” 


SHIPBUILDING 





SKILLFUL COURSE 


In an up-and-down field, 

Newport News Shipbuilding 

manages to stay on a surpris- 

ingly even—and profitable 
—keel. 


“EverysBopy in Washington from the 
President on down looks upon the 
Newport News yard almost exclu- 
sively for building warships.” So 
spake Admiral George Dewey in 
1903, inspecting the battleship Mis- 
souri. Nor would he need to change 
his statement much today, were he to 
survey again the sprawling shipyard 
that Newport News Shipbuilding & 
Drydock,* now in its 75th year, has 
extended for a mile and a quarte! 
along the shores of Virginia's James 
River. 

Last year the docks, foundries, 
forges, machine shops, etc. of that 
extensive facility accounted for $195 
million in Newport sales, over four- 
fifths in the form of new ships 
(mainly naval vessels) and most ot 
the rest in ship conversion and re- 
pair. That was a sales record for 
Newport and brought volume to al- 
most four times what it had been in 
1950. What is more noteworthy in 
this up-and-down business, Newport 
has managed to remain consistently 
profitable. As against last year's 


*Newport News Shipbuilding & Dry 
Dock Co. Traded NYSE. Recent price: 56% 
Price range (1961): high, 65%,; low, 434, 
Dividend (1960): $2.40. Indicated 1961 pay- 
out: $2.40. Earnings per share (1960): $4.89 
Total assets: $86.5 million. Ticker symbol 
NND 
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VUCLEAR-POW ERED 


AIRCRAFT CARRIER 


“ENTERPRISE”: 


the reward of foresight was a lengthening lead 


earnings of $4.89 per share, in only 
three years of the last decade has 
Newport earned less than $3, and 
never less than $2. 

Slow Start? In 1961's first half, New- 
port showed an earnings decrease of 
some 16°, to $2.34 per share, despite 
an 11% sales increase to $101.6 mil- 
lion. But the company’s interim 
earnings figures are admittedly con- 
servative estimates based on long- 
term billings with numerous adjust- 
ments and reserves. “You never 
know exactly how you're doing until 
the year is over,” says Newport's en- 
ergetic President William E. Blewett 
Jr. But the Wall Street wise money 
has it that final 1961 earnings will be 
very close to last year’s flashy $4.89. 

A better touchstone of Newport’s 
progress and prospects is its order 
backlog—by last July a _ walloping 
$575 million, more than double the 
total of a year earlier. This alone 
gives Bill Blewett enough work to 
keep his 15,200-man work force going 
full steam into 1963. “Of course,” cau- 
tions Blewett, “we’re cutting down 
that backlog all the time as fast as 
we can. It’s down to somewhere 
over $500 million now.” 

But Blewett is not likely to eat 
very deeply into his total backlog 
this year. The U.S. Navy announced 
last month it plans to award $835 
million in ship construction and over- 
haul ‘contracts to private shipyards. 
Of this and all such totals, said 
Blewett, “We'll get our fair share.” 

The Far View. Recent history cer- 
tainly tends to bear him out. Earlier 
in the year Newport had snagged 
Navy contracts for four of ten new 
Polaris subs, leaving the pioneer, 
General Dynamics’ Electric Boat Di- 
vision, with only three. Since New- 
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port News already had five nuclear 
subs and the nuclear-powered air- 
craft carrier Enterprise under con- 
struction (its nuclear subs Robert E. 
Lee and Shark are now operational), 
the company has sound grounds for 
calling itself “the foremost builder 
of nuclear-powered vessels in the 
world.” 

Newport did not earn the title by 
accident. As early as 1953, a yea 
before Bill Blewett took over the 
presidency, Newport had _ begun 
building its nuclear design organiza- 
tion, and now has over 500 engineers 
and technicians working in the field. 
Some $50 million in capital spending 
in the last dozen years or so has 
yielded modern facilities and highly 
integrated operations. Much of the 
company’s skilled labor has been 
trained in its own apprentice school. 
Yet the company has managed to 
shoulder uese costs while maintain- 
ing a good cash position and avoiding 
fixed debt. 

Richer Blend. The most interesting 
development that Bill Blewett can 
look forward to in the next year is a 
change in the company’s contract 
mix. Much of Newport’s current 
work is close-priced, having been 
awarded after sharp competitive bid- 
ding during recent slack periods. 
From now on the company’s margins 
should improve, partly because of the 
increasing calls that the defense pro- 
gram is making upon U.S. shipbuild- 
ers, partly because Navy work is 
normally more profitable than com- 
mercial work. And Newport’s stand- 
ing with the Navy being as solid 
today as it was in Admiral Dewey’s 
time, there is little doubt that Blewett 
will get his share of the stepped-up 
defense outlays. 


OFFICE EQUIPMENT 





HOW HIGH 
THE MOON? 


How high can price, earnings 

ratios go? Wall Street never 

really knew before Xerox hit 
the Big Board. 


IN A Day and age when the most old- 
fashioned Wall Streeter has become 
hardened to fancy price/earnings 
ratios for so-called “growth” stocks, 
such rich valuations as IBM’s 90 times 
last year’s earnings or Polaroid’s 88 
times hardly rate a notice any more. 
But last month even the mystical de- 
votees of “growth” admitted to being 
stumped at what had happened to 
the shares of Xerox Corp.* 

Only for two months have the 
effervescent shares of Xerox been 
traded on the New York Stock Ex- 
change. In that short time the list- 
ing has created plenty of excitement. 
Last month alone Xerox shares bub- 
bled up some 35% to end at 13142 
Buyers were thus paying $196 for 
every dollar of 1960 earnings, more 
than $100 for each dollar of estimated 
1961 net. The 1960 price/earnings 
ratio was eight times that of the Dow- 
Jones industrial average. 

Certainly Xerox had most of the 
earmarks of a high price/earnings 
“growth” stock. Like Polaroid, the 
company has commanding leadership 
in a new technology. Xerox’ xerog- 
raphy, which uses light and elec- 


Xerox Corp. Traded NYSE. Recent price 
1233,. Price range (1961): high, 13312; low, 
9414. Dividend (1960): 25c. Indicated 1961 
payout: 25c. Earnings per share (1960): 67c 
Total assets: $56.4 million. Ticker symbol 
XRX 


XEROX’ WILSON: 
he was busy denying rumors 
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tricity to dry-copy on ordinary paper 
virtually any written or printed origi- 
nal document, has already led to the 
914 Office Copier, probably the hottest 
product in a crowded field. And like 
IBM, Xerox rents rather than sells 
most of its office machines, thereby 
postponing much of its earnings for 
the future. 

Nevertheless, there could be com- 
plications. In the copying field Xerox 
has nothing like the iron grip IBM 
wields in data processing. Moreover, 
as the copying market nears satura- 
tion, Xerox could experience trouble 
coming up with new products with 
the profit potential of the 914. 

Last month at least, the buying 
public seemed blissfully unworried. 
But the company, if flattered, ap- 
peared to be somewhat surprised. Sit- 
ting in his Rochester, N.Y. office, 
President Joseph C. Wilson was 
busily denying a spate of rumors 
ranging from a stock split to a mer- 
ger with IBM. His own frank view of 
the rise: “I have long since given up 
trying to explain it. Frankly, I’m as 
mystified as Wall Street—more so in 
fact because I’m living closer to the 
trees.” 


MERGERS 


BIG WEDDING 


Nearing the final stages is 
the U.S. first billion-dollar 


merger since 1959. 


Not since 1959 when General Tele- 
phone and Sylvania Electric joined 
forces has there been a billion-dollar 
(in sales) company born of a merger. 
But such, in all likelihood, will be 
the case next month when sharehold- 
ers of the Martin Co.* ($651-million 
sales last year) and American-Mari- 
etta Co.+ ($368 million) meet to put 
their final stamp of approval on the 
new Martin-Marietta Corp., a giant 
outfit that could well produce $1.2 
billion in sales this year. 

The Big Question. Thus, at one 
whack, the 3lst or 32nd largest US. 
corporation will have been created. 
An unusual creation it will be. Mar- 
tin is the biggest maker of missiles in 
the country; Marietta has a broad 
and solid position in the construction 
industry. 

*Martin Co. Traded NYSE. Recent price: 
3434. Price range (1961): high, 3912; low, 
293,. Dividend (1960): 85c. Indicated 1961 


payout: $1. Earnings per share (1960): $2.71. 
Tota! assets $246.6 million. Ticker symbol: 
IL. 


*American-Marietta Co. Traded over-the- 
counter. Recent price: 273g. Price range 
(1961): high, 4042; low, 273g. Dividend (fiscal 
1960): $1. Indicated fiscal 1961 payout: $1. 
Earnings per share (fiscal 1960): $1.80. Total 
assets: $353.5 million. 
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While each of the partners has been 
highly successful on its own, each 
does have soft spots that the merger 
could help. Martin’s Chairman 
George Bunker has boosted sales 
by 80% and earnings by 55% in the 
past five years, but he still has only 
one customer — Uncle Sam. And 
Marietta, whose once dynamic earn- 
ings growth has all but stopped, could 
well stand a shot of new profit poten- 
tial. Then, too, Marietta’s Chairman 
Grover Hermann is 71, and the in- 
fusion of young and able manage- 
ment from Martin will help solve one 
of his long-standing problems. Bun- 
ker, who is 53, will head the new 
company as president, Hermann will 
be chairman of the board. 

The new company will look like a 
hodgepodge, but it may turn out to 
be a remarkably well-balanced me- 
lange of missiles, cement, paint, dye, 
gravel, printing ink and household 


BILLION-DOLLAR 


Net Income 











mops and brooms. Shareholders will 
be asked to approve next month the 
big odd-appearing merger. Their 
consent is an all but foregone conclu- 
sion. Then the big problem will be 
up to Bunker and Hermann. That, 
namely, will be to mesh two well- 
entrenched, well-heeled companies 
into a whole greater than the sum of 
its parts. 


SOAPS & DETERGENTS 


THE SILENT 
SHAREHOLDERS 


Unilever’s self-perpetuating 
management has been a bar 
to a Big Board listing for the 
soap & margarine empire. A 
solution may now be near. 





Amonc the world’s major companies 
the joint international soap & mar- 
garine dynasty of Unilever Ltd.* and 
Dutch-based Unilever N.V.+ has long 
enjoyed one of the most reserved and 
gentlemanly groups of shareholders 
Not that Unilever’s shareholders have 
reason to feel complaisant over the 
company’s recent poor fiscal perform- 
ance (Forses, June 1). Yet, good 
times or bad, there is nary a peep 
from the owners of this combine, 
which has assets worth some $1.7 bil- 
lion and annual sales of some $3.8 
billion. 

The reason for the shareholders’ 
reticence is simple: virtually none 
have the right to a corporate vote o1 
a voice in company affairs. Despite 
Unilever’s large common capitalization 
(some $221 million at par), only $1 
million, or half of one per cent, of the 
total equity has voting rights. Even 
these privileged shares are unlikely 
to make trouble; they are held by the 
companies’ wholly owned subsidiaries. 
The rest of the outstanding stock, 
which is publicly held, merely re- 
ceives dividends. 

One consequence of this arrange- 
ment has been to prevent Unileve: 
from qualifying for a Big Board list- 
ing. For under its regulations the New 
York Stock Exchange cannot list vot- 
ing trust certificates. 

Last month, however, Unilever an- 
nounced it was seeking a Big Board 


*Unilever Ltd. American Depositary Re- 
ceipts. Traded over-the-counter. Recent price 
20',. Price range (1961): high, 2314; low, 181, 
Dividend (1960): 50c. Indicated 1961 payout 
70c. Earnings per share (1960): $1.93. Total 
assets: $995.6 million 


‘Unilever N.V. American Depositary Re- 
ceipts. Traded over-the-counter Recent 
rice: 100. Price range (1961): high, 12414: 
ow, 100. Dividend (1960): $2.62. Indicated 
1961 payout: $2.90. Earnings per share (1960) 
$8.08. Total assets: $707.9 million 
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listing. That could only mean a 
change in the company’s 50-year-old 
capital structure. “Negotiations be- 
tween us and the Unilever compa- 
nies,” said NYSE Vice President 
Philip L. West. “are progressing satis- 
factorily. We do not anticipate any 
difficulties.” 

Just how the change is to be ac- 
complished neither West nor the com- 
pany are yet in a position to explain. 
“Any Unilever stock on the Big 
Board,” declares West, “will definitely 
have a full right to vote.” The betting 
is, however, that any change would 
be more formal than real. It is un- 
likely Unilever’s bosses will relin- 
quish real power. 


COMMODITIES 


TURMOIL IN TIN 


Tin this year was a specu- 
lator’s delight. Then Uncle 





Sam stepped in. 


AT THE END of last month, a specu- 
lator long in tin was like a player with 
a royal flush in a pot-limit poker 
game, his only fear being that the cops 
might come and break it up. 

The long players held a strong hand 
indeed. With the London price near 
$1.25 a pound, tin was still the most 
expensive of all the base metals.” 
Nor was the end in sight: traders 
were widely predicting a further ad- 
vance in the price of tin, which had 
already risen some 25°, this 
year (see chart). 

Everything seemed to be working 
toward higher prices. Since 1958 tin 
has been in short supply. Political 
troubles in the Congo and inefficient- 
ly-run mines in Bolivia and Indo- 
nesia have kept output down. This 
at a time when the growing popularity 
of the tin can in such places as India 
and Japan has pushed consumption 
way up. 

Enter the Cop. But at the beginning 
of this month the policeman did ar- 
rive—in the person of the U.S. Gov- 
ernment. Its weapon was the 50,000 
tons of tin from the Government's 
stockpile that the General Services 
Administration has asked Congress to 
let it sell. While the GSA didn’t spell 
out details of timing and pricing, it 
promised an orderly disposal “with 
due regard to protection of producers, 
processors and consumers.” That was 
bad news for the speculators. Any 
further rise might now be quenched 
by an outpouring of tin the 
stockpile. 


so far 


from 


*Some comparisons 
pound 


aluminum, 26 cents a 
copper, 31; lead, 11; zine, 12. 
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BOOM IN TIN 


After struggling through most of the 
Fifties with oversupply, tin producers 
banded together in 1958 to limit output. 
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That action stabilized prices and the 
controls were taken off in1960. Demand, 
however, continued climbing, and prices 
this year have soared to the highest 
prices since Korea. 
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Within two days of the GSA’s post- 
Labor Day announcement, the Lon- 
don price of tin had dropped a hefty 
7c a pound before recovering. Where 
would the price go from here? Says 
T. Frank Carberry, president of Metal 
Traders: “That’s anybody’s guess. I 
think we can look for more wild 


PANNING MALAYAN TIN: 
what price tin now? 


swings as the specifics of the Govern- 
ment’s plan emerge.” 

At any rate, no one expects the 
price of tin to collapse as it might 
have a few years ago. At that time, 
the price of the metal was depressed 
but volatile. Then the International 
Tin Council, an artful combination of 
all major tin producing and consum- 
ing countries except the U.S., came up 
with a plan. It hoped to control wide 
price fluctuations by buying when tin 
was low (as it was in 1958) and selling 
when tin was high. The manager of 
the ITC’s “buffer stock” of tin had 
discretionary power to sell in the 9744c 
to $1.10 per pound range. When it 
hit $1.10, he was obliged to sell. This 
last price, of course, was supposed to 
be a ceiling. 

Breaking the Buffer. At the begin- 
ning of 1961 evidence mounted that 
the tin shortage might be becoming 
chronic. Shrewd traders estimated 
that the ITC manager’s stock of 10, 
030 tons might last until December. 
Actually, with traders and speculators 
alike smelling a sure thing, the buffer 
broke in mid-June under heavy vol- 
ume purchasing. The ITC sadly an- 
nounced it had no more tin to sell at 
the artificial $1.10 price. Tin’s price 
quickly soared until the U.S. Gov- 
ernment stepped in. 

Why was Washington concerned? 
Strategic considerations were rela- 
tively unimportant. The U.S. stock- 
pile about which most faets are high- 
ly classified, now contains an esti- 
mated 325,000 to 375,000 tons of tin. 
That is enough, says the well-in- 
formed London Economist, “to fight a 
modern version of the Thirty-Year 
War.” 

But the decision to sell involves 
other considerations. On the one hand, 
the U.S. Government wants a high 
tin price to aid such producers as 
Malaya and Bolivia whose economies 
depend almost exclusively on the 
metal. On the other hand, the U‘S. 
is also concerned about tin pricing 
itself out of the market. Says one 
well-informed trader: “If tin got up 
to $1.30 or so, you would have found 
a hell of a lot of thinking about sub- 
stitutes.” 

A Help for Steel. Steel companies, 
however, with a heavy investment in 
tin-plating plants, could not switch 
to substitutes. They, of course, eager- 
ly welcome the Government’s efforts 
to keep tin from going through the 
roof. 

As things stand in mid-September, 
the GSA’s request was far from be- 
ing assured of approval during Con- 
gress’ last, hectic pre-adjournment 
days. But the speculators could no 
longer count on a rise in the price 
of tin as a sure thing. 
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RET AILING 


THE RESTLESS MERCHANT PRINCE 


Big as its share of the consumer dollar is already, 
retailing giant Sears, Roebuck is restlessly reach- 


ing for more. 


In pursuit of faster growth, Sears 


plans to merchandise “services” as well as goods. 


AT NINE O'CLOCK one morning last 
month, a gleaming maroon Lincoln 
Continental hardtop glided to a stop 
in front of a five-story red brick 
building on Chicago’s South Side. The 
driver, a somewhat portly, bespec- 
tacled man of 64 with thinning hair 
and a no-nonsense look in his eye, slid 
out and briskly mounted the broad 
stairs to his office on the first floor. 

Wasting no time on a lovely floral 
display in a park across the street, 
he buzzed a staff man, quickly out- 
lined a research job he wanited done, 
crisply dismissed him. “I got two 
ideas coming out in the car today,” 
he told a visitor. “I detected a dis- 
tinct void in merchandising, a service 
for the home. Too early to say more. 
My boys will report in a few days.” 

In this restless way did Charles H. 
Kellstadt, chairman of the board of 
Sears, Roebuck and Co.*, and hence 
the most powerful merchant in the 
world, begin a routine business day. 

What Void? At this point in the his- 
tory of selling, it is difficult to con- 
ceive of any need to which America’s 
vast retailing industry is not already 
catering. And Sears itself caters on a 
scale no one else in history has ever 
approached. Through 740 stores (135 
of them full-sized department stores), 
924 catalog offices and mailings of 
five-pound catalogs by the millions, 
Sears last year sold over $4 billion 
worth of merchandise, netted $192 
million in after-tax profits. Rivals esti- 
mate that Sears now sells one out of 
every three washing machines and 
freezers in the country, one out of 12 
typewriters and TV sets. 

Virtually all of these “big ticket” 
items, moreover, are Sears brands 
(Kenmore, Coldspot, Silvertone). 
Sears avoids nationally advertised 
goods like unclean things, meets fully 
one-fourth of its own huge merchan- 
dise requirements through wholly- 
owned and partly-owned plants, most 
of the rest from 11,000 independent 
sources on contract. 

All told, Sears takes $5 from every 
$100 Americans spend on general mer- 
chandise. Out of every seven families, 
one of them is buying something from 
Sears on the installment plan. In 


*Sears, Roebuck and Co. Traded NYSE. 
Recent price: 7034. Price range (1961) : 
7134; low, 54. Dividend (fiscal 1960): 40. 
Indicated fiscal 1961 payout: $1.40. Earnings 
per share (fiscal 1 ): $2.55. Total assets: 
$2.2 billion. Ticker symbol: S. 
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view of this, any “merchandising 
void,” such as the one Kellstadt said 
he detected in the course of a 23- 
minute drive to work on a summer's 
day, seems almost incredible. 

“Try it.“ Through painful experi- 
ence, however, competitors have 
learned never to ignore anything that 
catches Sears, Roebuck’s ever-search- 
ing eye. To the self-confident men 
who run Sears, a “void” may well be 
a spot that someone else is filling but, 
in their judgment, filling badly. Rare 
is the businessman, in or out of re- 
tailing, who can safely assume that he 
doesn’t compete with Sears—or neve! 
will. 

Thus, it is no accident that Sears 
successfully made the transition from 
primarily mail-order selling to de- 
partment stores. Nor that it has con- 
tinued to flourish at a time when 
“discount” operations have made great 
inroads into conventional retailing. 
For one of the great ingredients of 
Sears’ success is its restless readiness 
to try out new things. Sears has tink- 
ered with, and subsequently aban- 
doned, enough ventures to sink a 
dozen other companies—ventures that 
often enough had little to do with 
conventional retailing. 

Sears has been in the automobile 
business twice: before World War I 
with the old chain-driven Sears Auto- 
buggy and after World War II with an 
early “compact” made for it by Kai- 


CHAIRMAN KELLSTADT: 
“we are not tolerant of drones” 


ser. It was in the life insurance busi- 
ness in the 1930s but dropped it. Sears 
has tried book clubs and record clubs 
(“Erich Leinsdorf and the Silvertone 
Orchestra”), dropped them both. 
Twice it owned the Encyclopedia 
Britannica, gave it up twice, tried 
again with the American People’s 
Encyclopedia, gave that up. 

Far from wincing at the memory of 
ventures that have failed, Chairman 
Kellstadt considers it part of the job 
“We are merchandisers,” says he. “We 
look into everything that offers the 
possibility of fair value to the con- 
sumer and a fair profit to us. Mis- 
takes don’t bother us. The important 
thing is not to make the same one 
repeatedly and to move on to some- 
thing else.” Sears executives once 
even discussed going into funeral di- 
recting. “A license to direct funerals 
is a license to coin money,” says one 
Sears man, “but we haven't looked at 
it lately.” 

Sears is doing well enough these 
days despite its experimental failures 
and without running funeral homes 
Total sales in the fiscal year ending 
next January 31 should rise above $4 
billion for the third year in a row, 
probably beat the $4.1-billion record 
of last year. And despite a poor first 
quarter (“A real stinker,” says Kell- 
stadt, “everything was wrong—weath- 
er, labor, the economy .. .”), Sears 
could well end up the current yea 
quite close to the record $199 million 
in total net, or $2.64 per share, it made 
in 1959. 

The Trend’s the Thing. But Kellstadt 
now has some fairly compelling rea- 
sons to press for “something else.” 
Like almost every other retailer, 
Sears’ profit margins have narrowed 
somewhat in recent years. Where it 
led the industry with a 4.6% return 
on sales in 1955, Sears showed a 3.9° 
return on merchandising last year to 
take second place behind Federated 
Department Stores 

More significantly, Kellstadt has 
watched, with increasing alarm, what 
the American consumer has_ been 
doing with his money. “The percent- 
age of the consumer dollar that goes 
into general merchandise has been 
declining for years,” he noted last 
month. “A few years ago, it was 37% 
Now, it’s 31.7%. Of course, the total 
pie has been getting bigger, but the 
trend is the important thing.” 

As it happens, Sears has done an 
impressive job of keeping its sales 
growth in step with the rising amount 
of total consumer spending money 
despite general merchandising’s de- 
clining portion of it (see chart, p. 23) 
But at the same time, the money spent 
on a once relatively minor item called 
“services” has been 


rising sharply 
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“Treat people fairly and gener- 
ously and their response will be 
fair and honest and generous,” 
Julius Rosenwald once said. An 
early partner of Founder Dick 
Sears, Rosenwald lectured new 
employees on the evils of liquor 
and tobacco. But in terms of cold 
cash, he was as generous with em- 
ployees as he ever was with cus- 
tomers. In 1916, Chairman Rosen- 
wald set up an employee profit- 
sharing plan that has since become 
one of the most generous in all in- 
dustry. 

Some 65°. of Sears’ 230,000 em- 
ployees now belong to the plan. 
Each year they may contribute 5% 
of their salaries to a maximum of 
$500. Sears’ contribution is based 
on a sliding scale (starting at 5% of 
the first $100 million of pretax 
profits). Since 1916, Sears has 
kicked in more than a half billion 
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“YOU GOT STOCK IN THE COMPANY?” 


dollars, $43 million last year alone. 
Trustees invest enough in govern- 
ment securities to safeguard em- 
ployee contributions, the rest in 
Sears’ common stock. Through the 
plan, employees now own 26% of 
the 75 million shares outstanding. 

The results over the years have 
been impressive. Employees with 
25 to 30 years’ service, a recent 
study shows, put an average of 
$4,908 into the plan, retired with 
an average equity of $84,327. 

But the plan has also paid divi- 
dends to Sears. Petty thievery, 
for example, is a pressing problem 
to most retailers. In Sears’ case, 
employees as well as executives are 
on the lookout for such abuse. Let 
a wrongdoer snarl at a watchful 
Sears employee, “What’s the mat- 
ter, you got stock in the company?” 
The answer, more often than not, 


will be, “Yes.” 








The term covers the huge amount 
(some $132 billion last year) that 
Americans now spend for repairing 
their cars and their kids’ teeth, for 
travel and almost everything else that 
can’t be wrapped with string. 

In the past decade, while consumers 
disposable income, and Sears’ sales, 
have grown some 50%, spending on 
services has nearly doubled. To Mer- 
chant Kellstadt, the meaning of those 
figures was obvious. “The service in- 
dustries,” he observed a year ago, 
“are now major competitors of re- 
tailers for the consumer’s dollar.” 

Where the Growth Is. For that crucial 
reason, Sears’ search for “something 
else” has taken a remarkable turn. 
Sears grew great selling just about 
everything that could be wrapped. 
Now, Sears wants to sell things that 
can’t be so handled. Sears has amply 
proved its ability to buck the trend 
in general merchandising, even grow 
against the furious competition of 
discounters. But for faster growth, 
Kellstadt feels that he must go where 
the growth really is. He feels he must 
go into services. 

This is not an entirely new field 
for Sears. (What, given its long, ad- 
venturous history, could be totally 
new?) Its highly profitable Allstate 
Insurance subsidiary has been around 
for 30 years, and ifs success has al- 
ready forced important changes in 
that vast “service” industry. 

But now Sears, after a 30-year 
pause, has made another move in the 
field, a move that has caused consid- 
erable talk, suspicion and no little 
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anxiety. Last May after almost four 
years of planning, Kellstadt announced 
the formation of his Allstate Motor 
Club and a travel club along with it 
tied in with American Express. Since 
then, it has signed up 133,000 mem- 
bers, at $12.50 a head, thus becoming 
the third-largest auto club in the 
country in less than four months of 
trying. This marks Sears’ biggest 
venture into the services market since 
the founding of Allstate in 1931. But 
it is not, Kellstadt and his aides make 
very clear, going to be the last. The 
only thing Sears has explicitly ruled 
out, as he jokingly told an employee 
meeting, is “over-the-counter medical 
or legal service.” 

Why a Club? You can get all sorts 
of reasons from outsiders to explain 
why Sears chose a motor club, of all 
things, as its first new service ven- 
ture. It is a natural extension, some 
say, of Sears’ highly profitable All- 
state Insurance Co. 

Not even the most jealous com- 
petitors deny that Sears has come a 
long way in the insurance business. 
Sears first set up its wholly-owned 
Allstate subsidiary in 1931 with an 
initial capital of $700,000. All through 
the 1930s, Allstate was strictly an auto 
casualty company*, pushing its wares 
through the mail-order catalog and at 
counters in Sears retail stores. In 
1946, Allstate’s premium income had 


*Sears’ abortive move into life insurance 
in the 1930s, under the name “Hercules,” 
depended almost entirely on what was left 
of the agency force of a life company that 
had gone into receivership in: 1931. Sears 
picked up the pieces in 1934, got discouraged, 
got out in 1938. 


just reached a mere $16 million. But 
last year, Allstate wrote a whopping 
$502 million in premiums, almost 90% 
of it on auto coverage. 

Taking nothing away from All- 
state, some say that two powerful 
forces helped that spectacular growth. 
“You had the big surge in car owner- 
ship after World War II for one thing,” 
a New York competitor points out. 
“Then you also had state legislatures 
by the dozens passing financial re- 
sponsibility laws, making auto insur- 
ance almost mandatory for many peo- 
ple. Between those two factors, how 
could Allstate miss?” 

Loss Leader? Allstate didn’t miss. 
By slashing commissions to agents 
below industry norms, centralizing 
and automating paperwork, billing 
policyholders directly and, like any 
sensible merchant, by spending heavi- 
ly on good advertising, Allstate was 
able to offer auto policies at rates as 
much as 30% below competition. 

But competitors have now begun to 
meet Allstate on its own terms, with 
its very own tools. Because of this 
and because Allstate is now compet- 
ing in a much more stable market for 
auto coverage, some competitors claim 
that Sears’ new Allstate Motor Club 
is not a real profit venture but rather, 
and merely, a merchandising gimmick. 
“I think Sears set it up just to get a 
hot list of insurance prospects,” says 
one underwriter. “At $12.50, they can’t 
be making any money.” 

Perhaps the insurance companies’ 
biggest fear is that parent Sears is 
prepared to lose money indefinitely on 
its motor club baby if it turns out to 
be a good source of new underwriting 
business. They fear the consequences 
of such a gambit not so much on their 
auto line (on which few make im- 
portant underwriting profits and some 
even lose money). Far more, they 
worry about what it might mean for 
a whole range of residential, commer- 
cial and personal lines into which All- 
state is rapidly moving. 

This logic has a certain plausibility. 
Sears already has gone to great lengths 
to nourish Allstate. For the first 25 
years, Sears scarcely touched Allstate 
earnings, preferred to plow back most 
of it into expansion and investments. 
As recently as 1958, Sears kicked in 
an additional $50 million in equity to 
boost Allstate’s strength. 

True, Allstate dividends to Sears 
are now substantial. Last year, the 
total of $20 million in dividends that 
passed from Allstate headquarters in 
suburban Skokie to Sears headquar- 
ters in Chicago amounted to 26c per 
Sears share, or 10% of total earnings 
per share of $2.55. But the parent is 
still notably patient. Despite the wel- 
come lift that heavier Allstate divi- 
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dends would give to total corporate 
earnings, Sears is still allowing All- 
state to plow back more than half its 
earnings. 

The Weariest of Smiles. Yet the idea 
that Sears would undertake an auto 
club as a kind of loss leader for the 
insurance business gets only the 
weariest of smiles at Skokie. Says 
Judson B. Branch, president of both 
Allstate Insurance and Allstate En- 
terprises, the motor club’s legal par- 
ent: “Everything they now say about 
the motor club they used to say about 
our insurance business. Just because 
the competition can’t run a motor 
club for $12.50, they think nobody can. 
But I am not aware that we will be 
allowed to lose money on it. The 
market has barely been tapped. There 
are nearly 60 million passenger cars 
on the road and only 8 million mo- 
torists in motor clubs. We are in this 
to make money.” 

With just four month’s experience 
under his belt (after almost four years 
of discussion and planning), not even 
Branch can yet tell whether he can 
make a profit at $12.50 per member- 
ship. If he can’t, he could simply 
raise the dues and still leave himself 
plenty of maneuvering room. Al- 
though, as a confederation of local 
clubs, rates vary widely for member- 
ship in the American Automobile 
Association, for example, many local 
clubs charge $20 per year plus a $5 
initiation fee for new members. 

Kellstadt himself says that Sears is 
in dead earnest about making a go of 
the motor club. “We are authorized 
and equipped,” said he last month, 
“to form a substantial capital base 
for it, readily expandable into $50 
million within a short time.” 

If Sears is dead serious about mak- 
ing the motor club stand on its own 
feet, it is, nevertheless, happy to con- 
fess that the club certainly won't hurt 
its insurance business. “As we look 





at insurance,” says Kellstadt, “it 
breaks down this way: the general 
market, the suspects, the prospects 
and finally the saie. No one else in 
the business has a motor club. We do.” 

What this means to 1,100 full-time 
Allstate insurance salesmen working 
outside Sears stores (not to mention 
the 3,100 agents inside the stores) is 
clear enough. They can economically 
concentrate all their energies on live 
prospects instead of wasting time and 
money culling first through huge num- 
bers of mere suspects. “We won't 
get around to all our prospects fo. 
years,” says Kellstadt in as nearly 
jubilant a tone as his businesslike 
voice ever gets. “And our salesmen 
now have a full line of merchandise 
to sell them.” 

Dollars & Cents. Outside observers, 
alert to the possibilities in this sales 
advantage, think it possible that in 
five years or so, Allstate’s earnings 
from both underwriting profits and in- 
vestments can more than double the 
$40 million it reported last year. That 
amounted to insurance profits of some 
23 cents for every $1 of retailing prof- 
it Sears made in 1960. Even allow- 
ing for consistent progress in the re- 
tailing business, some think Allstate 
could one day be earning 50c for every 
$1 of retailing profit. 

Kellstadt himself, without dismiss- 
ing that possibility, prefers to look 
at the matter another way. “Sears is 
going to grow without dividends from 
Allstate,” says he. “But Allstate will 
be a substantial operation. It can 
make the equivalent of $1 per Sears 
share in the not-too-distant future.” 

Allstate Insurance’s moneymaking 
prospects do not rest on underwrit- 
ing profits alone, of course, although 
these were quite impressive for a 
casualty company heavily committed 
in automobile coverage. Last year. 
underwriting profits of $29.2 million 
(pretax) actually exceeded the $27 








million it earned on its own invest- 
ments. 

But like all Sears’ enterprises, All- 
state has been restless and venture- 
some in many directions. Investing, 
for example. Often as not, President 
Branch hopes to wind up with a stock 
interest in a company it lends money 
to if the rewards seem inviting. It 
has been so venturesome, in fact, that 
one needy borrower recently balked, 
angrily dropped negotiations with All- 
state because of a “sweetener” in the 
form of a stock option Allstate wanted 
in return for a loan. 

Branch frankly concedes that All- 
state does drive a hard bargain. “Ou 
investment funds are aggressive 
funds,” says he. “If you are venture- 
some, you should receive something 
more for your money than interest 
All we say is, if you’re success- 
ful, we want to participate.” It is be- 
cause of “sweeteners” that Allstate's 
portfolio includes common stock posi- 
tions in such recent fast-moving com- 
panies as High Voltage Engineering 
and Control Data. 

Romance. With Allstate Insurance a 
proven success and with the Allstate 
Motor Club beginning to roll, it is 
anybody's guess where Sears will 
make its next move among the serv- 
ice industries. Chances are, though, 
that it will have a rather clear rela- 
tionship to the things Sears is already 
in. To Kellstadt, that was the “ro- 
mantic” thing about the motor club 
“The motor club,” says he, “fills in 
beautifully between the general mer- 
chandise we sell and the insurance 
business.” 

New possibilities are fascinating to 
ponder. Sears already has, for ex- 
ample, a string of 100 gasoline-service 
stations spotted across the country 
While Chicago brass say nothing, out- 
siders speculate that Sears could 
easily expand this many times ove) 
at no great cost. For “romance,” Kell- 


alone 


PO 


“It’s certainly great to know we're both in good hands with Allstate!’ 


Drawing by Ross 1961 The New Yorker Magazine, Inc 
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THE OTHER MAIL-ORDER HOUSE 


“A LITTLE CASH never 
hurt anybody,” the 
late Sewell Avery 
once said when he was 
riding high as chair- 
man of Montgomery 
Ward & Co. But by 
carrying this seeming- 
ly harmless precept to 
a fantastic extreme, 
Avery very nearly 
succeeded in wrecking 
Ward—one_ of the 
proudest names in retailing. 

The figures tracing the lost stat- 
ure of Montgomery Ward in de- 
partment store and mail-order 
merchandising are shocking. Last 
year, Ward's sales amounted to $1.2 
billion, almost exactly where they 
were back in 1949. (Sears sales 
went from $2.2 billion to $4.1 bil- 
lion.) Ward's total earnings in 1960 
came to a scant $15 million. In 1950, 
Ward's best postwar year, earn- 
ings were $74 million. (Sears net 
jumped from $112 million to $192 
million over the same period, from 
$1.56 to $2.55 per share.) 

On His Head. Avery retired as 
Ward chairman in 1955, died last 
year, but much of the blame for 
Ward’s more recent troubles rests 
squarely on his, head all the same. 
In retailing, as in other industries, 
the harm that shortsighted chief 
executives do can live long after 
them. 

Avery had a notion that the 
American economy was going to 


fall apart following World War 1° 


Many another executive, to be 
sure, felt the same. And Avery 
had held the same notion once be- 
fore, and he had been right. He 
was the man largely responsible 
for tightening up U.S. Gypsum 
so that it rode safely through the 
Great Depression of the 1930s. 

But as a nation starved for con- 
sumer goods set up a joyous clamor 
that started factories humming and 
stores expanding, most business- 
men changed their minds about the 
certainty of a depression. Thus 
their original misjudg- 
ments did their com- 
panies little harm. But 
Avery persisted in his 
gloomy vision to the 
end. 

Sears, Roebuck’s 
General Robert E. 
Wood and other mer- 
chants entered upon a 
decade of rapid ex- 
pansion. They poured 
money into new stores. 


AVERY 


BARK 


Avery preferred to 
pile up cash. On the 
West Coast, where the 
population increased 
50% in a_ decade, 
Avery actually closed 
down some stores, 
pinched pennies on 
others. He wouldn't 
even paint some of 
them, much less install 
escalators and air con- 
ditioning. In effect, 
Avery was liquidating his vast 
merchandising empire at a time 
when competitors were expanding 
theirs. 

As Ward closed the books on 
January 31, 1955, after his last full 
year in command, Avery could 
boast of $608 million in working 
capital, half of it in cash and gov- 
ernment securities. But his sales 
had fallen to just $887 million, 
27° below his record year of 1949. 
And his profits of $35 million were 
less than half of what they had 
been five years before. 

Bitter Legacy. Avery removed 
himself from the scene at the age 
of 81. After a 24-year reign, he 
left one other bitter legacy. Under 
his heavy hand, some of the best 
of Ward’s executives had left for 
other companies. This left his suc- 
cessor, able John A. Barr, with 
precious little supporting talent 
with which to turn the faltering 
giant about. 

Barr has moved as quickly as 
any man could, under the circum- 
stances. He has spent $160 mil- 
lion on capital expenditures since 
he took over, has committed another 
$500 million (much of it to finance 
receivables) through 1964. But the 
lost years under Avery are still 
hurting. Start-up costs on new 
stores cut existing store profits. 
And it can take three years before 
major stores throw off profits on 
their own. 

Thus, for some time to come, 
Chairman Barr may not show any- 
thing like the rewards a man is 
ordinarily entitled to 
for such strenuous ef- 
forts. And his burdens 
are still unusually 
heavy. For months 
Monkey Ward has been 
without a_ president 
The men he can get, 
Barr doesn’t want; the 
men he might want 
are still leary of work- 
ing for once-proud 
Montgomery Ward. 





stadt could sell his Allstate tires and 
batteries there, conceivably offer dis- 
counts to members of his Allstate 
Motor Club or Allstate Insurance 
policyholders. 

Kellstadt already has another huge, 
quite different “service” he could ex- 
ploit any time he chose. This is the 
small army of 11,500 Sears em- 
ployees strategically deployed in 1,700 
units across the nation who do nothing 
but repair Sears own brands of hard 
goods ranging from clock radios in 
the bedroom to water heaters in the 
basement. With these men as the 
nucleus, Kellstadt could conceivably 
work up a variant on the insurance 
business. He could, for example, sell 
homeowners a blanket repair and 
maintenance policy, undertake to fix 
anything in a policyholder’s home for 
a flat annual premium. In a nation 
long smoldering under high repair 
bills and, worse, repairmen who don't 
really repair things, a high-powered 
move into the repair business under 
typical Sears terms (low prices, satis- 
faction guaranteed or your money 
back) could cause quite a stir. 

Characteristically, Kellstadt has al- 
ready thought of this and, at least 
as far as the appliance business goes, 
dismissed it. “We could fix othe: 
people’s goods,” says he, “and we 
could do it right. No other repair 
service in the country is wholly owned 
as we are. We could get as nearly 
uniform quality into our repair work 
as is possible. But I don’t think we 
want to repair other makers’ goods. 
I'd much rather have the quality of 
our service sell our own merchandise 
than to have it sell some other fel- 
low’s.” 

Inside the Enclave. This goes to show, 
if any proof were needed, that while 
Sears is restlessly looking for new 
markets to conquer, it has no inten- 
tion of relaxing its grip on the ones 
it has long claimed. Kellstadt is look- 
ing to services for added growth, but 
not as a substitute for ordinary re- 
tailing. 

Thus, elsewhere in the enclave of 
red brick buildings that is Sears 
headquarters in Chicago, many an- 
other man is restlessly poking about 
for ways to sell more merchandise and 
make more money on it. “Take a look 
up there,” said tall, trim Merchandis- 
ing Vice President George H. Struth- 
ers to a visitor last month, pointing to 
an acoustical tile ceiling. “Now, just 
how the hell long is the American 
public going to put up with that? 
Monotonous, all those regular little 
holes on that flat surface. Next spring, 
our ceiling tiles will do all the func- 
tional things acoustically, but they 
will also be sculptured.” 

A sculptured ceiling tile is a trivial 
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thing, perhaps. It is surely no more 
important by itself than a “fresh look” 
at a medicine cabinet which Struthers 
is also taking for next spring’s line. 
(“Nobody has really studied the thing 
in years,” says he. “We're looking at 
the basics—the lighting, the safety 
factors like locks, the mirror women 
use for making up their faces.”) 

But there is nothing trivial about 
the point of view that led to both. 
“We think,” says Struthers, “that we 
are in a decade of modernization and 
repair rather than one of new home 
construction.” When he and others in 
merchandising headquarters reached 
this conclusion last year, they retired 
to a camp in Michigan for three days 
to brood about its implications. As a 
result of such persistent searching out 
of trends, 47% of the items listed in 
the current Sears catalog were not in 
it ten years ago. 

One thing remains constant for the 
merchants at Sears. That is their 
steadfast refusal to stock nationally 
advertised, or “open-market,” goods 
if they can possibly avoid it. Of the 
$4 billion-plus of hard and soft lines 
Sears will sell this year, some 25% 
of it will be produced by two wholly- 
owned manufacturing subsidiaries and 
39 other companies in which Sears 
has an equity ranging from 12% to 
50°,. Another 65° of goods sold will 
come from some 11,000 independent 
sources, many of whom have been 
producing merchandise under the 
Sears label for decades. Only 10% 
or so of sales involve other brand 
names. Among these rare exceptions: 
cosmetics and a few small appliances 
like electric razors. 

In some cases, as in the “Tower” 
motion picture camera made _ for 
Sears by Bell & Howell, the only 
difference between the Sears brand 
and the manufacturer’s own brand 
name is superficial trim. (Sears ac- 
tually likes independent suppliers to 
market their own line. “Helps them 
stay abreast of market conditions,” 
says Kellstadt.) But in other cases, 
Sears does much of the designing and 
engineering itself, sets quality stand- 
ards for suppliers to meet. 

Gnat’s Eyelash. But in all cases, 
Sears gets the same basic advantage. 
“There’s not a gnat’s eyelash differ- 
ence in the direct cost of manufac- 
turing an item for us or for distribu- 
tion through conventional means,” 
says Kellstadt. “But in open-market 
goods, a lot of costs creep into the 
manufacturer’s selling price that don’t 
add a penny to the intrinsic value: 
his advertising and promotion, the 
sales commission he has to pay for. 
Whether independent companies make 
goods for us, or we make our own, 
we just don’t have these added costs.” 


FORBES, SEPTEMBER 15, 1961 


To make sure of its costs, Sears 
binds itself through a “basic buying 
contract” to a supplier, committing it- 
self to take merchandise at a fixed 
price. When Sears buyers work with 
independent sources on a new line, 
company rules require them to buy 
their own theater tickets and dinners. 
“We can afford it,” says Kellstadt. 
“Besides, we know that when they 
pay our way, it gets back into the 
cost of the goods anyway.” 

Sears firmly insists that it prefers 
not to have an equity interest in its 
suppliers. “All our equity positions 
are means to a merchandising end,” 
says Arthur K. Walton, Sears’ manu- 
facturing vice president. Walton cites 
the time, many years ago, when Sears, 





The 
HUNGRY 
EYE 


Sears, Roebuck's basic fortunes have 
been tied to the amount of money in 
consumers’ pockets. But Sears now has 
its hungry eye on a far faster growing 
phenomenon — the increasingly heavy 
spending on services. 
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blocked by an industry cartel, had to 
get into business with a partner in 
order to sell plumbing wire. 
Brassieres to Tents. Yet for all these 
disclaimers, Sears has been tightening 
its grip on its sources. Late last month, 
Kellstadt wrapped up all the myriad 
details of a complex plan to merge 17 
separate soft goods manufacturing 
companies into a single corporate 
entity to be called the Kellwood Corp. 
(after Kellstadt, of course, and famed 
General Robert E. Wood, one of his 
predecessors as Sears chairman, still 
hearty at the age of 82). As a unit, 
these companies will produce a 
range of goods for Sears exclusively, 
from brassieres to tents, worth some 
$100 million at the factory level, per- 
haps $150 million at retail. Having 


owned from 25% to 50% of the 17 
pieces, Sears will own better than 
40% of the new whole. 

It is a special kick for Kellstadt to 
see Sears consolidating its position in 
soft goods in this fashion. As a kid of 
14 in Columbus, Ohio, he sold But- 
terick patterns door-to-door. And 
more than any other one man, per- 
haps, it was Kellstadt who made Sears 
the powerhouse in soft goods mer- 
chandising it is today. 

Before World War II, Sears sold a 
mere $125 million in clothing and 
such. It was just 20% of total sales. 
But during the war, hard goods be- 
came scarce while soft goods remained 
in fairly decent supply. When peace 
came, Kellstadt, then general mer- 
chandise manager, determined to 
stick with soft goods. “The necessity 
of war was the mother of invention 
only initially,” Kellstadt now recalls. 
“We did the rest ourselves. We got 
fashion conscious. We redid our 
stores.” Thus, with soft lines now 
adding more than $1 billion to annual 
sales (some 35% of total volume), 
Kellstadt has good reason to be 
pleased with Kellwood’s birth. 

The Motive. The soft goods business 
is notorious for its highly seasonal 
capital needs. To finance inventory 
peaks, Kellwood’s short-term bor- 
rowings can soar from very little to 
almost $30 million in a few months. 
Kellstadt is pleased to point out that 
as one big borrower, rather than 17 
little ones, the money Kellwood can 
save on interest charges alone might 
well cover the considerable legal costs 
incurred in bringing off the merger. 

But such things played no real role 
in Kellstadt’s decision to bring it 
about. “The motivation,” says he, “is 
manufacturing and marketing secur- 
ity. Sears requires a tremendous 
amount of goods. Kellwood can be 
the nucleus of further expansion in 
the same direction. We have some 
talented people working for us. We 
must find new challenges for them.” 

After Kelistadt, What? At the age of 
64, with retirement possibly just a 
year away, Kellstadt is thinking more 
and more about the talented people 
who work for him. His successor is 
undoubtedly among them, in a rich 
pool of 100 top executives. They have 
been seasoned by a determined and 
demanding boss. For, by his own ad- 
mission, Charles H. Kellstadt, a man 
with no children and few outside in- 
terests, is not an easy man to work 
for. “I ask for constant devotion to 
the business. We are not tolerant of 
drones. We are not tolerant of those 
who do not believe in the company.” 

It is probable that Kellstadt’s suc- 
cessor will be no less demanding. And 
the restlessness at Sears will go on. 
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SOFT DRINKS 


NO TIME 
FOR PARTIES 


Spurred on by its competi- 
tors, Coca-Cola is working so 
hard that it has _ hardly 
noticed its 75th birthday. 





SEVENTY-FIVE years ago an Atlanta 
druggist working with the zeal of a 
medieval alchemist was finally satis- 
fied with his mixture of sugar, cola 
nuts, coca leaves, water and caramel. 
Druggist John S. Pemberton had pro- 
duced the first glass of Coca-Cola. 

The formula proved more valuable 
than gold. From it grew the giant 
Coca-Cola Co.* (total assets: $407 
million), the world’s leading soft 
drink producer. Today its 36 syrup 
and concentrate plants and_ 1,800 
bottling facilities scattered about the 
world supply the 66 million “Cokes” 
consumed daily. In the U.S. alone, 
Coca-Cola has cornered about 30°, 
of the soft drink market and a hefty 
55° of the cola market. 

All Work, No Play. Yet on its dia- 
mond anniversary Coca-Cola was do- 
ing little celebrating. It was content 
to let the anniversary go by with a 
92-page brochure and a_e special 
speech to be made next month by 
hard-driving Lee Talley, Coca-Cola’s 
chairman, before a national conven- 
tion of Coca-Cola bottlers. 

Actually, the company seemed to 
prefer marking the occasion with 
deeds rather than words. Talley sums 
up this approach in characteristic 
fashion. “Around here,” says he, 
“sales come first, second and always; 
any sale that is lost, is lost forever.” 
For most of its three-quarters of a 
century, it was a one-product com- 
pany. But conservative Coca-Cola 
had finally been goaded into action 
last year by the success of competi- 
tors such as Seven-Up, Canada Dry 
and Pepsi-Cola. It was not that the 
Coke itself was actually losing ground. 
But it was a little humiliating for the 
front-runner to see its lead cut. Brash, 
cocky Pepsi had been especially tough 
to take. In the last ten years Pepsi has 
increased its share of the cola market 
from 15% to 30%, its sales from $40 
million to $158 million. 

Coffee & Tea, Too. Leading Coca- 
Cola’s parade of new products was 
“Fanta,” a line of fruit-flavored 
drinks. Then came “Sprite,” a lemon- 
lime drink designed to give Seven-Up 

*Coca-Cola Co. Traded NYSE. Recent price: 
8834. Price range (1961): high, 9512; low, 7734 
Dividend (1960): $2.40. Indicated 1961 pay- 


out: $2.40. Earnings per share (1960): $2.86 
= assets: $407.6 million. Ticker symbol: 
oO. 
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COCA-COLA’S TALLEY: 
business was not as usual 


a run for its money. At year’s end 
came the biggest surprise of all: pur- 
chase of Minute Maid for $72.5 mil- 
lion in stock, putting Coca-Cola in the 
frozen orange juice field as well as 
the instant tea and coffee business. 

Financially the changes appear 
healthy. Sales for 1960 were up 47% 
to a record smashing $502 million. Be- 
cause the Minute Maid side of the 
business was less profitable than the 
Coke side, net was up far less sharply 
—by about 17% per share. For the 
first half of 1961 earnings were up an- 
other 7.6%, and the stock hit a record 
high of 95%. All of which would seem 
to be anniversary present enough for 
Coke’s 38,000 stockholders. 


THE AGINNERS 


Almost everybody is “agin” 

the ICC plan to subsidize 

essential railroad passenger 

services. But nobody seems 
to have a better plan. 


To supcE by the bickering that greeted 
a government agency’s plan to help 
the railroads last month, it would 
have been easy to conclude that there 
was nothing urgent about the plight 
of the U.S. transportation system. 
Such was far from the case. The two 
biggest systems, the New York Cen- 
tral and the Pennsylvania, are deep 
in the red so far in 1961. More than 
one railroad is staving off bank- 
ruptcy only through federal assistance. 

The aid proposal was modest 
enough. The Interstate Commerce 
Commission, which watches over the 
railroads, suggested a federal sub- 
sidy to keep essential rail passenger 
services going. All that Chairman 
Everett Hutchinson proposed, in other 
words, was that the taxpayer help pay 
for services that could not be justified 


on an ordinary business basis. Total 
cost: about $52 million, less than the 
$74 million lost by the eastern roads 
in 1961’s first half. 

Cool Reception. Many of the eastern 
systems (chiefly the anemic and re- 
cently bankrupt New Haven) stood to 
benefit and welcomed the plan. But 
almost everyone else concerned im- 
mediately opened fire. Even the 
American Automobile Association 
joined in, reacting to the ICC’s attack 
on highway “strangulation” of cities. 

Congressmen, almost without ex- 
ception, turned up their noses. Senate 
Commerce Committee Chairman War- 
ren Magnuson (D., Wash.) said he 
thought the proposal had little chance. 
“The proposal would lead to nation- 
alization,” said he. Declared Senator 
Frank Lausche (D., Ohio): “I’m not 
going to go along with giving out the 
taxpayers’ money.” Senator Strom 
Thurmond (D., S.C.) was even more 
abrupt. “I’m against it,” snapped he. 

Unkindest Cut. But some of the 
strongest critics were fellow railroad- 
men. Ernest Marsh, whose Atchison, 
Topeka & Santa Fe derives only 6° of 
gross from passengers, was all high 
principle when it came to something 
that would do his road little good 
Said he: “Subsidies are the first 
step towards eventual nationalization.” 
Equally standoffish, if for more con- 
crete reasons, was Ben Heineman, 
chairman of the Chicago & North 
Western. “Such federal intervention,” 
said he, “relieves local communities 
and states as well as railroad manage- 
ment of their responsibilities.” 

The eastern roads, of course, with 
several teetering close to bankruptcy, 
were considerably more enthusiastic. 
“Gratifying,” said President Allen 
Greenough of the Pennsy (1960 
passenger deficit: $31 million). 
“Heartening,” said Milton McInnes, 
president of the Erie-Lackawanna 
(1960 passenger losses: $12 million). 

For the most part, hopes for the ICC 
subsidy proposal seemed forlorn. Yet 
none of the “aginners” had any 
very concrete alternative suggestions. 
Meanwhile, the eastern railroads’ 
troubles were multiplying in spite of 
the general eeonomic pickup. Though 
industrial production hit a new high, 
carloadings still lagged behind last 
year. And as if the situation were not 
bad enough, rail unions blithely 
chimed in with a wage demand that 
could cost a whopping $274 million. 

Somewhat saddened by it all, 
Hutchinson hoped his plan would 
eventually meet with favor. How else, 
he asked, could essential passenger 
service be maintained in the East? 
“The quickest way to nationalization,” 
he declared, “would be for more lines 
to go under.” 
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TEXTRON ACHIEVE 


The bridge of a child’s nose is proportionately 
wider than an adult’s. That’s why the adult-type 
eyeglass frames that are commonly adapted to fit 
children often don’t. They slide down. Distort 
vision. Are easily broken. To solve this problem, 
Shuron Optical—a Textron company —conducted 
a two-year study of the nasal configurations of chil- 
dren. From this data, Shuron designed Pedioptic 
eyeglass frames, the first frames especially made 
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CHILDREN’S GLASSES THAT 
REALLY FIT... AND STAY ON! 


to fit children. Precisely, comfortably and safely. 
Pedioptic eyeglass frames are another achieve- 
ment from Textron, a group of growing companies 
with products that lead their fields. Agrochemical 
9% of estimated sales 

for 1961, sumer 18%, T 

11%, Consumer 18%, extron 
Defense 30%, Industrial 

18%, Textile 14%, 


PROVIDENCE, RHODE ISLAND 
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Why the U. S. Navy plans to invest 
a billion dollars on oceanographic 
research during the next 10 years. 


LOCKHEED 
Progress Report 


OCEANIC OUTLOOK 


In the deadly game of hide-and-seek with 
"enemy" subs, the Navy's Anti-Submarine 
Warfare forces must cope with technolog- 
ical changes that may give the hunted 
new advantages over the hunter. One of 
these changes is nuclear power. It en- 
ables a submarine to run much deeper and 
faster than a conventional sub -- and to 
stay submerged for months at a time. 





The Russians are building nuclear subs, 
according to informed reports -- a whole 
fleet of them. To visualize the threat 
to America's economic and military life 
lines these Red subs present, remember 
the great number of freighters and tanke 
ers that were sunk during World War II 
by just a handful of Nazi subs. 





U. S. Navy nuclear subs went undetected 

in recent war games, pointing up the ur- 
gency of improving detection methods. Be- 
cause saltwater is opaque to most elec- 

tromagnetic radiation, sonar--listening 

to underwater sounds--has been the most 

effective method. But although sonar is 

much better now than it was during World 
War II, it is reliable for only a short 

distance.And that is not good enough for 
nuclear sub speeds and depths. 





The key is oceanography. To deal with 
this new danger,the Navy has embarked on 
Tenoc (for "Ten Years of Oceanography"), 
a $l-billion program of basic research. 
It will include intensive studies in phy- 
sical oceanography and in marine geology, 
biology and chemistry. It will map the 
ocean floor,discover great currents that 
flow through the depths,seek new methods 
of underwater communication. From this 
new knowledge will come better ways of 
tracking down enemy subs -- and of pro- 
tecting our own subs from the enemy. 





Lockheed's total approach to the problem 
fits neatly into the Navy's program be- 
cause it includes the surface of the sea 





ON THE EAST: LOCKHEED ELECTRONICS C 


LOCKHEED-CALIFORNIA CO., BURBANK; LOCKHEED AIRCRAFT SERVICE, ONTARIO; | 
MISSILES & SPACE CO., SUNNYVALE IN THE PACIFIC NORTHWEST: PUGET SO 
AIRCRAFT INTERNATIONAL; LOCKHEED AZCARATE, S. A; AERONAUTICA M 
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26 


and the aerospace above it, as well as 
the depths below. With headquarters in 
Burbank, California, Lockheed's Anti- 
Submarine Warfare and Ocean Systems Or- 
ganization is a corporation-wide group 
that can call upon the special skills 
and experience of more than 10,000 scien 
tists, engineers, and technologists in 
every division and subsidiary, 


Lockheed's ASW projects include hunter- 





killer planes and helicopters,destroyers 
and hydrofoils, radar and photographic 
systems, and sonobuoys. Oeean systems 
projects include porpoise studies, un- 
manned submersibles, oceanographic in- 
strumentation, electronic mine detec- 
tion,internal wave studies,and weather 
buoys. The group is also conducting 
company-sponsored research. In fact, 
Lockheed's Sea Quest is one of the few 
industry-owned ships devoted primarily 
to oceanographic research, 


Though Navy research is for defense, who 





can now foresee all of the benefits it 
may ultimately bring to a world at peace? 
Beyond the urgency of military needs lie 
new sources of wealth to fire the imagi- 
nation: stretches of ocean floor strewn 
thickly with nodules of manganese di- 
oxide...giant kelp and other sea plants 
to be harvested for food and raw mater- 
ials...huge creatures of the deep in 
countless numbers to feed a protein-hun- 
gry world. 
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If you would like to join those in the 
financial community who receive reports 
on Lockheed's activities, please write 
Mr. Ernest A. Foster,Director of Stock- 
holder Relations,Lockheed Aircraft Cor- 
poration, 2555 N,Hollywood Way, Burbank, 
California, 
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THE GREAT CORPORATE TALENT HUNT 


Clutching close to $300 million in capital, some 
360 small business investment companies are off 
on the greatest corporate talent hunt in history. 


“DorotHy LAMouR we turned down. 
Veronica Lake we took,” explained 
George Perlow. Perlow was not a 
Hollywood producer, but a_hard- 
headed businessman on the prowl for 
investment opportunities. His small 
business investment company, The 
First New York Capital Fund, Inc., 
had painstakingly investigated the two 
companies, both dealing in beauty 
aids and partly owned by the stars. 
Perlow finally decided Veronica had 
greater growth potential and granted 
V-L Co. a $60,000, five-year loan with 
options to buy 50° of the stock. 

For all its suggestion of Hollywood 
tinsel, there was nothing frivolous 
about Perlow’s new investment. It 
was, in fact, part of a major new 
financial trend. Through such institu- 
tions as First New York Capital Fund, 
big money was being channeled into 
small businesses last month on a 
scale never before experienced. So 
far in 1961, an estimated 1,000 busi- 
nesses have received some $100 mil- 
lion in new capital. The end is no- 
where in sight. 

Systematic Help. Small businesses of 
every description—ranging from fu- 
neral parlors to manufacturers of 
electronic instruments—received in- 


SBIC LEVERAGE 


An initial investment of $150,000 can 
be leveraged up to eleven times under 
the SBA rules. 


Total $1,650,000 
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fusions of long-term capital from these 
small business investment companies. 
Such infusions were not coming cheap: 
interest rates on the loans came to 
as high as 12°, and the borrower 
often had to give away an option 
on part of his company’s equity as 
well. But the important thing was 
that, for perhaps the first time in 
history, large amounts of long-term 
money were systematically being 
made available to small and medium- 
sized businesses. 

The SBICs were authorized by a 
1958 Act of Congress specifically to 
help small business. Two legislators, 
Wright Patman (D., Tex.) in the 
House of Representatives and John 
Sparkman (D., Ala.) in the Senate, 
played nursemaid to the program. To 
compensate for the risks and head- 
aches involved, they persuaded Con- 
gress to authorize the new kind of 
investment company. 

Wisely, the sponsors did not count 
only on the altruism of prospective 
investors. The act provided a kind of 
indirect subsidy for the SBICs. The 
subsidy came in two forms: a privi- 
leged tax status and a high degree 
of leverage partly financed by federal 
money. Any money the SBIC lost 
would be largely absorbed by the tax 
collector; potential profits, on the 
other hand, would be magnified by 
the high degree of leverage. 

The Band Wagon Rolls. Congress 
good intentions notwithstanding, the 
SBICs started slowly. Few investors 
were ready to pioneer where hard- 
earned capital was at stake. In 1959, 
the first full year of the act, only 62 
SBICs were started. Last year, with a 
little more experience to go on, in- 
vestors started 115 more. 

Only this year, however, did the 
band wagon really start to roll. No 
less than 177 new small business in- 
vestment companies were licensed by 
the Small Business Administration 
between January and August. As of 
last month more than 360 SBICs were 
in business, with capitalization of 
some $285 million. 

So fast was the band wagon rolling 
that in some major centers the SBICs 
were actually competing for likely- 
looking borrowers. Underway and 
fast gathering speed was the greatest 
corporate talent hunt in history. 

Enough Talent? Will there be enough 
talent to produce profitable invest- 


SBA’S FINE: 
crusading for more money 


y? One man 
who is fervently convinced that there 
will be is Phil David Fine, the crusad- 
ing new director of the SBIC pro- 
gram within the SBA. An eager, 35- 
year-old Boston lawyer, Fine has been 
stumping the country, preaching the 
gospel that small business needs $500 
million a year in long-term loans and 
equity financing and that the exist- 
ing SBICs have only scratched the 
surface. 

To encourage the formation of more 
SBICs, Fine stresses their unique 
leverage features, whereby a $150,000 
investment can be pyramided into 
$1.7 million (see chart), as well as the 
generous tax concessions granted li- 
censed SBICs. For example, investors 
are allowed to deduct all capital losses 
from the sale of SBIC stock against 
ordinary income, but any profits are 
taxed at capital gains rates. The SBIC 
itself may charge any losses against 
ordinary income. SBICs are also 
granted a 100°, income tax deduction 
on dividends received compared to the 
85°, exemption for regular corpora- 
tions. Furthermore, earnings may be 
passed on to stockholders without a 
corporate income tax. 

Big Rewards. Fine has been helped 
in his sales pitch by some dramatic 
financial successes scored by several of 
the large, public SBICs. One of the 
most successful SBICs is also the 
largest: San Diego’s Electronics Capi- 
tal Corp. with assets of $33.3 million 
Run by a dynamic, well-heeled Texan, 
Charles Salik, who is also a crack 
electrical engineer, ECC, to no one’s 
surprise, specializes in electronics 
companies. Its success has been noth- 
ing short of spectacular. 


ments for all this money? 
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{SSEMBLING COMPUTER COMPONENTS AT POTTER INSTRUMENT: 


For example, ECC owns $750,000 
in ten-year debentures of Potter In- 
strument Co., manufacturers of digital 
computer components, convertible to 
one-third of the common. This in- 
vestment is worth some $10.8 million, 
1442 times the cost of the original 
investment. Similarly, the value of its 
holdings in Transistor Specialties, Inc. 
stands at $1.6 million, over 5% times 
cost. These two strikes alone brought 
ECC’s capital appreciation to 101%, 
no mean feat considering that 14 of 
ECC’s 20 investments were still re- 
porting deficits. 

The first SBIC to go public in a big 
way with an $18-million offering in 
June 1959, ECC discovered last July 
that it had invested 70° of its funds; 


ECC’S SALIK: 
he’s hit several jackpots 
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a small gamble had a very big payoff 


returned to the well again with a 
$16-million offering. Though the bid 
price of ECC dropped from $43 to $37, 
ECC’s investors had little cause for 
complaint: the shares had sold in 
1959 at just $10. 

Success Stories. ECC's 
been no isolated event. The Frank- 
lin Corp. and Greater Washington 
Industrial Investments Inc., to name 
two of the larger SBICs, have prof- 
ited handsomely as small companies 
they helped financially went public 
themselves. As part of its $350,000 
loan to Astrex Inc., a distributor 
of electronic items, Franklin received 
warrants to purchase 75,000 shares 
of Astrex common at $7 per share. 
Astrex is now selling at about 20, 
leaving Franklin sitting smugly with 
$1.2-million paper profits in its port- 
folio. Similarly, Greater Washing- 
ton is gloating over the successful 
stock issue of the fledgling computer 
services company, C-E-I-R. When 
C-E-I-R common hit 87 after the 
offering, Greater Washington and its 
stockholders had a paper profit of $8.9 
million—a gain of almost 1000%. The 
stock has since dropped back to a 
more modest 45. 

These successes have not been ig- 
nored by investors. The stocks of 22 
of the 33 public SBICs are now selling 
above issue price. In addition, the 
greatest underwriting in SBIC his- 
tory took place this summer. Seven 
companies raised $54 million during 
June and July and another $36 million 
was on the market last month. In 
addition, 22 SBICs are planning to go 
public soon. SBA estimates there will 
be 100 by mid-1962. 

Banks Move In. Another indicator of 


success has 


the SBIC success story is the actions 
of the banks. Originally wary of 
SBICs, they have completely flip- 
flopped. Fourteen SBICs are wholly 
owned by banks and 114 banks have 
invested in SBICs. Two original scof- 
fers, New York giants Morgan Guar- 
anty and Bankers Trust, are readying 
their own SBICs. One reason for the 
change of heart: more adventurous 
outfits such as the Marine Midland 
Corp. have proved SBICs can make 
money. What’s more, small businesses 
beefed up with SBIC funds often 
mean new business for the banks as 
they become eligible for previously 
denied short-term credit. 

Before bankrolling an SBIC, Ma- 
rine Midland, in the summer of 1960, 
requested the senior loaning officers 
of its 11 member banks to check the 
potential demand for long-range or 
equity financing just among their cus- 
tomers. Back came the amazing fig- 
ure: $5 million. President Harold C. 
Stott describes the events following 
announcement of Midland Capital 
Corp.’s formation: “We were literally 
flooded with letters and our Buffalo 
office was knee-deep in people. There 
was $9 million worth of business right 
there.” 

Too Much Business. The potential de- 
mand was so great that several 
months later Midland Capital went 
public with the sale of $14.7 million 
of its stock. Midland Capital has 
moved slowly, screened 500  busi- 
nesses, made but nine loans. “Those 
were the gems,” boasts Stott. 

One of the gems, and a typical 
loan, was to Hard Manufacturing Co.., 
a sound, well-managed old Buffalo 
maker of institutional furniture. Be- 


MIDLAND CAPITAL’S STOTT: 
he’s knee-deep in companies 
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cause it was growing rapidly, work- 
ing capital was spread thin. It had 
borrowed to the maximum at the 
bank, still needed money for expan- 
sion. Midland Capital’s 15-year $200,- 
000 loan with convertible debentures 
gave Hard urgently needed elbow 
room. Hard’s financial condition was 
so improved that it was able to bor- 
row short-term money from a Ma- 
rine Midland bank. Second, the local 
publicity given the loan resulted in 
such a clamcr for Hard stock that 
more was issued and its price in- 
creased by about two points. 

Small But Profitable. Not all the 
laurels have gone to these relatively 
large, well-sponsored outfits. A num- 
ber of small, privately financed SBICs 
with capital and surplus of $325,000 
or less have done extremely well. 
Consider the story of four young 
men from Bridgeport, Conn. They 
anted up $160,000, formed their own 
SBIC in May 1960. Today The First 
Connecticut Small Business Invest- 
ment Co. has a cool $1.3 million in- 
vested in small businesses, grosses a 
hefty $150,000 annually and is still 
growing. 

Bridgeport Lawyer Edward G. Bur- 
stein first heard about SBICs while 
playing golf, quickly interested fel- 
low law partner Jim Breiner, David 
Engelson, a C.P.A. and local business- 
man Max Fried in them. Over lunch, 
the four lifelong friends decided they 
had the varied talents to make a go 
of it. Having received SBA’s matching 
$150,000 in return for their subordi- 
nated debentures, they were ready to 
start the search. 

But news of First Conn.’s formation 
had gotten around. Suddenly First 
Conn. was flooded by small business 
proprietors pleading for long-term 
money. One of the first in line was 
a mortician seeking $18,000 to mod- 


Date of 
Initial 


= Name Offering 


6/59 
9/60 
8/61 


* Electronics Capital Corp. 
: Boston Capital Corp. 
: Business Funds, Inc. 


: Gulf South-West Capital 
: Midland Capital Corp. 

: Electro Science Investors 
» Capital Southwest Corp. 


8/61 
2/61 
9/60 
7/61 


7/60 
4/6) 
6/60 


: Florida Capital Corp. 
: Marine Capital Corp. 
» Growth Capital Corp 


« *Investments taken at market value 


ForBES, SEPTEMBER 15, 1961 


PUBLICLY OWNED SBiCs: 


Location 


San Diego 
Boston 
Houston 


Houston 
New York 
Dallas 
Dallas 


Palm Beach, Fla. 


Milwaukee 10.1 
Cleveland 10.1 


FIRST CONN.’S BURSTEIN, BREINER, ENGELSON & FRIED: 
“we thought we would all be bankers and get off at three” 


ernize his funeral home. The Bridge- 
port boys, finding his business to be 
worth $45,000, quickly gave him a 
five-year loan with an $18,000 second 
mortgage on the mortuary and land 
as collateral. Others followed: a dry 
cleaner, an electrical supply house 
and a Greek restaurant. All were 
eligible, for under SBA rules an SBIC 
may lend to any private business 
whose assets do not exceed $5 million, 
its net worth does not exceed $2.5 mil- 
lion and its average annual net earn- 
ings are not over $250,000 for the 
preceding two years. 

All these were financially sound, 
well-run businesses but they just did 
not have the capital to finance 
modernization and enlargement out 
of their working capital. Short-term 
bank loans, on the other hand, would 
put too much of a strain on their 
budgets. They Hard Manu- 


were 
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$33.3 
21.2 
19.6 


$17.23 32 10 
14.78 183% 15 
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16.7 
16.6 
14.9 
13.6 


10.84 Wy 12 : 
11.65 -15¥%2s«(12” 
14.90 33% 10 = 


10.00 97% 1B 


10.5 8.25 812 8 
13.83 13% 15 : 


19.92 27a 20 


Source: S. M. Rubel & Associates. * 


facturing companies on a_ smaller 
scale. First Conn. began making five- 
year loans, usually at 12°, securely 
collateralized with real estate or 
chattel mortgages on equipment. By 
the end of the summer, it had made 
25 loans and was out of funds. 

The Big Decision. The SBIC law gave 
First Conn. one more crack at SBA 
funds: a long-term loan equal to 
50°, of its capital and surplus, in 
this $150,000. Several months 
and 14 loans later this money was 
gone too. For small SBICs this is a 
crucial turning point: their money is 
invested, no more is forthcoming from 
SBA, and though the law says they 
can borrow privately up to four times 
their surplus and capital, in practice 
few can find such money. Most SBICs 
just close up shop and live off their 
interest payments. 

First Conn., however, decided to go 
to the public. It raised $1 million from 
the sale of 110,000 shares at $10 a 
share. Most of the stock was bought 
in Connecticut by people familiar with 
its success. Thus fortified, the com- 
pany continued making long-term 
investments, now has about 75 out- 
standing. Explains Dave Engelson, 
First Conn.’s treasurer: “People come 
to us rather than a finance company 
because we're natives. They know 
we're not the foreclosing kind.” 

Now, too, First Conn. is moving 
slowly into equity situations. Last 
month, it made a $40,000 
loan to a plastics tooling company, re- 
ceived options to buy one-third of its 
stock at $300 a share. To protect its 
investment, First Conn. placed two 
men on the board with the right to 


case 


six-year, 
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equal share in management should 
the company’s book value drop 25% 
from the June 1961 level. 

All this takes a good deal of hard 
work. The four founders agree they 
never have worked harder in their 
lives. Engelson ruefully admits that 
in the early days, “We thought we 
would all be bankers and get off at 
three o'clock.” Instead they are lucky 
if they finish by midnight. 

SBIC Togetherness. Not all small 
SBIC men work this hard. Many are 
happy to let others find investments 
for them. One way to do this is 
through participation deals with other 
SBICs. In areas where there are 
many SBICs, participation letters of- 
fering pieces of loans for businesses 
are constantly passed around. Burton 
Knapp, a dapper New York securities 
lawyer, is an expert on SBIC to- 
getherness. He has helped found 
seven and is an officer of one. All 
seven look to Knapp for investment 
advice. His office is a mecca for 
money seekers. “I’ve seen all kinds 
of screwballs. There was one guy 
with a permanent tire of plastic filler. 
People are always trying to get money 
for off-Broadway shows.” 

Last month Knapp brought six 
SBICs in on an out-of-town deal. An 
SBIC cohort in Philadelphia tipped 
him off that Sales Promotion In- 
dustries, a company that prints gift 
catalogs, needed $380,000. Six of 
Knapp’s companies went in for $20,- 
000 apiece, the remainder was fur- 
nished by seven other SBICs in four 
states. The 13 SBICs divided up the 
stock rights that went with the loan. 

Some of the Abuses. The fast-grow- 
ing SBIC field has not been without its 


SENATOR SPARKMAN: 


abuses. The most prevalent abuse un- 
covered in the SBIC program is 
self-dealing. Phil Fine tells of one 
SBIC head who lent SBIC funds to 
his own finance company which in 
turn was lending the money out at 
sky-high rates. There have also been 
cases where a wholesale merchandiser 
or supplier of goods has used an SBIC 
to loan money to a company buying 
merchandise from him. Legislation is 
pending to curb this abuse. 

For these and other reasons, not 
everyone has been enchanted by 
SBICs. Walter E. Heller, head of a 
Chicago finance and factoring com- 
pany that often finds itself in direct 
competition with SBICs, is one of the 
more outspoken critics. Heller be- 
lieves SBICs should stay out of eq- 
uity financing altogether. “Time and 
again,” he explains, “a company will 
return for further financing. Then it 
often becomes a test of impartiality. 
Too often it will result in a case of 
good money following bad as the 
SBIC defends its original investment.” 

Heller admits he “flirted” with the 
idea of his own SBIC, thumbed it 
down because customers objected to 
giving up equity. “They would rather 
pay us 12% than take a lower interest 
SBIC loan that included giving up 
part of their ownership,” says he. 

Senator William Proxmire (D., 
Wis.), disturbed by the number of 
large loans being granted, feels Con- 
gress “should make it clear that these 
loans should go only to truly small 
business which simply cannot secure 
loans elsewhere.” He also finds it 
paradoxical that small business, eager 
for government SBIC money, opposes 
federal spending. 


SENATOR PROXMIRE: 


is the help getting to the right people? 


ACCELERATING 
GROWTH OF SBICs 


By year's end some 525 SBICs with 
capital of $375 million ore expected 
to be in operation. 
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Capitalization — Millions of Dollars 
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More Capital Needed. Director Fine 
admits the force of some of those ob- 
jections. He has increased the policing 
of the SBIC program to check abuses. 
But he says he is less concerned with 
possible abuses than the necessity for 
getting more money to the SBICs, 
thus more to small business. He agrees 
with Senator Sparkman that the crux 
of the problem is the small SBIC. 
Says Sparkman: “A good many of the 
SBICs are just too little to exist. They 
need a larger financial base. The 
incentive is profitmaking and to suc- 
ceed they need better leverage.” 

Suiting actions to words, Sparkman 
is sponsoring a bill that will mean big 
money for small SBICs, and predicts 
its early passage. The bill will raise 
the amount of money that the SBA 
can invest in the subordinated bonds of 
an SBIC on a dollar-for-dollar basis 
with private capital from $150,000 to 
$300,000. This will serve to pump more 
capital into existing SBICs. Mean- 
while Fine, breathing fire and en- 
thusiasm, has his sights set on 900 
SBICs by the end of 1962. 

The way things are going, his 1962 
target is far from being out of range. 
By then the SBICs will be something 
close to a $1-billion phenomenon. As 
for small business, then, if it fails to 
grow and prosper in the years ahead, 
it won’t be for lack of capital. 
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Originated by Cities Service, this 24,000-pound capacity truck speeds delivery of grease to industrial plants 


Cities Service on the move 


Faster .. . faster .. . faster! That must be the pace 
of American industry if it is to meet the chal- 
lenge of the years ahead . . . but it will not be 
enough to do things at greater speed. They must 
also be done better than ever before. 

Old blueprints will not serve. Cities Service 
has drawn new ones. They call for improved 
methods...new facilities where needed... inten- 
sified research . . . and the redeployment of man- 


power into streamlined organizational effort. 

The impact of this drive for progress is being 
felt every day on a hundred fronts. In every area 
of its far-flung enterprise . . . from producing field 
right on through to your near-by service station 
... Cities Service is on the move! 


“Keep your eyes on Cities Service"’ 


CITIES @ SERVICE 
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NATIONAL STEELS WEIRTON DIVISION 


You're looking at Weirton Steel’s new continuous cleaning and 
annealing line. This line, able to handle 2,000 feet of strip steel a 
minute, is among a host of strategic improvements now operative 
at this major National Steel division. Combined result: the fastest 
flow of the finest tin plate, galvanized and cold-rolled sheets ever 
produced by this quality steelmaker. 


Weirton’s new and improved facilities bolster practically every phase 
of production. Example: daily oxygen supply more than doubled 
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FIVE OTHER 
MAJOR STEPS 
TO FURTHER © = 
PROGRESS “> 


AT GREAT LAKES STEEL in Detroit, the computer- 
controlled and operated 80” Mill of the Future— 
fastest, most powerful hot-strip mill in the world—is 
providing more and better automobile body sheets. 
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through a new large-scale dual oxygen plant. Example: a big boost 
in blast furnace production and efficiency from an increase in hearth 
diameter, greater stove capacity and automatic stove change-over 
equipment. Example: faster output of tin plate in coils through a 
new 4,000-foot-per-minute side trimming line. Example: greater 
speed in the production of cold-rolled steel through a new four-stand 
tandem cold reduction mill. Example: even more capacity for 
making tin plate through two new electrolytic tin-plating lines. 


aaa 


AT MIDWEST STEEL near Chicago, the most modern 
and efficient steel finishing plant in existence will 
provide industry with the finest quality tin plate, 
galvanized sheets, hot- and cold-rolled sheets. 
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FLEXES NEW STEELMAKING MUSCLES 


Yet Weirton’s greater steelmaking capability is just one accomplish- 
ment in a program of expansion and improvement in which we are 
investing well over $300,000,000. This program means more than a 
better supply of the highest, most uniform quality of steel for our cus- 


tomers. It means more secure jobs for our employees and better 
values for you, the ultimate consumer of the million and one prod- 
ucts made of steel. Other phases of this program will swing into 
action soon. And we will be bringing you news about them too. 


| 


NATIONAL STEEL CORPORATION, rirrssurcs. os 


NATIONAL 


STEEL GREAT LAKES STEEL * WEIRTON STEEL 


AT STRAN-STEEL in Terre Haute, new finishing-line 
facilities are boosting quality and output of popular 
color-coated steel panels for Stran-Steel's handsome 
new line of contemporary pre-engineered buildings. 


SUBSIDIARIES AND DIVISIONS 


© MIDWEST STEEL © STRAN-STEEL © ENAMELSTRIP © HANNA FURNACE 
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NEW RESEARCH CENTER ot Weirton, W. Va., will 
be National Steel headquarters for the continuing 
exploration of new and better raw materials, facili- 
ties, manufacturing processes and products of steel. 


© NATIONAL STEEL PRODUCTS 
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NEW BASIC OXYGEN FURNACES ot Great Lokes 
Steel. Construction will start in 1961 on two basic 
oxygen furnaces —the largest ever built — which 
will add new capacity and greoter efficiency. 











Fate tethee 42, cated i acated be tata gmece 
> D4 ton 4 ie ad 
sae oe te ater 


Vice-Pres., Pipe Line 
from M. V. Cousins, 
Corp. Shareholders 

Memo to United Gas 
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NATURAL GAS...When, Where and in Volume Wanted 


The demand for natural gas continues to move upward. That's why 
our company is continually expanding its pipe line system. 


In 1961, United Gas Pipe Line Company has planned capital expend- 
itures of more than $64 million for new pipe lines and other 
facilities ..to keep ahead of the ever-increasing natural gas 
requirements of customers in the growing Gulf South where all 
of our gas operations are located. 


Right now, for example, we are constructing 217 miles of 30-inch 
pipe line from South to North Louisiana. In ad- 
dition, plans are well under way to start laying UNITED 
60 miles of 36-ineh pipe line in South Louisiana 
to tie-in large new gas reserves to the system. 
Our job is to "deliver the gas" .. and we are 


doing exactly that through our more than 10,000 pace 
miles of pipe lines. acacia Macunaasa 


hreveport, La 





WORLD'S LARGEST HAN DLER Oo F NATURAL GAS 
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ELECTRONICS 


POST-MORTEM 


Sperry Rand’s computer gen- 

ius thinks he knows where 

his Univac went wrong. And 

he’s convinced it’s on the 
right track now. 





One of the most familiar “might have 
been” stories in modern U.S. business 
involves what is now Sperry Rand 
Corp.* and its Univac computers. A 
full four years ahead of International 
Business Machines in the compute: 
business, Sperry Rand failed to capi- 
talize on its advantage. Today IBM. 
the relative late-comer, has cornered 
three-quarters of the computer mar- 
ket. Sperry Rand is a 
second with about 10%. 

What Went Wrong? The story has 
often been told. But this year, on the 
tenth anniversary of the first com- 
mercial computer sale in the U.S. (a 
Univac to the Census Bureau), Uni- 
vac’s co-inventor, now a Sperry Rand 
vice president, has done a good deal of 
thinking about what went wrong. He 
is Dr. J. (for John) Presper Eckert, 
who now is assistant to Dause L 
Bibby, president of Remington Rand 
Listening to Eckert’s thoughtful remi- 
niscences last month, a ForBEs re- 
porter concluded that Sperry Rand 
had apparently lost out mainly be- 
cause it lacked IBM’s single-minded 
determination to succeed. 

“First of all,” said Eckert, “IBM 
jumped into the lead in 1956 because 
they attacked computers on a crash 
basis. They spent more money than 
we did, hired more engineers and 
beefed up their sales forces. They just 
went at it harder and more seriously.” 

By contrast, Eckert recalled, Sperry 
Rand’s approach to computers was 
often half-hearted in those days 
both before and after the 1955 merge: 
of Univac’s parent, Remington Rand, 
and Harry F. Vicker’s Sperry Corp. 
A major problem, Eckert insists, was 
the character of canny, old James H 
Rand. Until his retirement in 1958, 
Rand tried to run the Remington 
Rand division of Sperry as the same 
kind of one-man show he had at 
Remington Rand. Trying to hold all 
the controls of a company that made 
everything from typewriters to mis- 
sile and filing cabinets to 
President Rand _ simply 
could not make all the necessary de- 
cisions to keep up with a fast-chang- 
ing field 


very pool 


controls 
computers, 
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ECKERT(c) & COM. 


SEC’Y. HODGES(r) 


{T UNIVIC’S 10th ANNIVERSARY: 


the competition worked “harder and more seriously” 


No Counterattack. Thus, says Eck- 
ert, Sperry Rand failed to mobilize 
the major effort needed to meet and 
counterattack against IBM’s offen- 
sive. The Rand sales force was nevei 
set up for a big push for comput- 
ers. The sales force was compart- 
mentalized. There were salesmen foi 
typewriters, salesmen for office equip- 
ment, but no over-all force to recruit 
for a big campaign. Today, though the 
sales force has been greatly expanded. 
it is still outnumbered: Sperry has 
some 500 salesmen to IBM’s 2,000. 

Nor did Rand’s attitude toward 
money help. Eckert shakes his head 
sadly remembering the money prob- 
lems in the early days. “Compute: 
research costs big money. President 
Rand loathed borrowing money. In 
the 1930s he had trouble with an 
insurance company and after that he 
wouldn’t borrow—and we needed 
money badly at times.” 


Losing a Ten-Year lead. Those were 


frustrating days for Eckert. For actu- 
ally Eckert had had almost a ten-yea1 
head start on IBM in computers. The 
story starts at the University of 
Pennsylvania during World War II 
Army Ordnance desperately needed 
to speed up the computation of ballis- 
tic firing tables. Two Penn scientists, 
Dr. John W. Mauchly, a physicist, and 
Eckert, then a graduate student in 
electrical had bumped 
into each other on campus, discovered 
over cups of coffee at Horn & Hard- 
art that each had ideas about invent- 


engineering, 


ing an electrical compute1 

Ordnance them the 
light. In they 
Eniac, a grotesque monster in thirty 
separate units. with 19,000 
1500 relays and 


gave gree! 


two years produced 


vacuun 


tubes, hundreds ol 


still the 
world’s first electronic compute! 
Following the Eckert and 
Mauchly decided to go into business 
for themselves. 


thousands of resistors, but 


war, 


Their first plant was 
above a clothing shop in downtown 
Philadelphia 
some radio stores and we could get 
tubes easily,” recalls Eckert. They 
set about building a computer fo: 
Northrop, later started Univac fo. 
the Census Bureau. But by 1950 
they were in money trouble. When 
Remington Rand offered to buy the 
business, they 

like a good deal. 
over to 


“It was right next to 


seemed 
Eckert, who moved 
Remington Rand, had the 
know-how.+ Shrewd President Rand 
had the money and the conviction that 
electronic with logic and 
memory capabilities could be used in 
business. At this point IBM’s Thomas 
J. Watson Sr. still was convinced that 
computers limited to 


accepted. It 


machines 


were scientific 
uses 

Costly Mistakes. With the acquisi- 
tion of Univac, Remington Rand be- 
came No. One in the field. Univac 
computers were still outselling IBM's 
701s and 702s when Rand merged with 
Sperry in 1955. But one year late: 
IBM brought out its 704 and 705 and 
with an aggressive sales campaign 
toppled Remington Rand into second 
place. It has there 
gling in the backwash of forward- 
IBM, its operations 
of the high cost of 
ve lopme nt, a 


remained 


Strug- 
lorging becaus« 
research and de 
constant drain on the 
profits of the entire 
tween 1953 1958, for 
Sperry’s sales climbed 39 

ings fell 19% The \ 


company 


and 





development and sales costs on the 
computers. 

Brighter Future? Under Sperry 
Rand’s present boss, Harry F. Vick- 
ers, Eckert feels that many of the 
troubles have been straightened out. 
Sperry now has computers competi- 
tive with IBM in every price bracket. 
Of course, the initial impetus has 
been lost and Sperry Rand now faces 
tough competition from such other 
electronics companies as RCA, Min- 
neapolis-Honeywell, Burroughs and 
several others. Nevertheless, Eckert 
now feels that Sperry Rand is 
very definitely competitive and that 
it still has some very big technologi- 
cal advantages. 

Furthermore, the greying genius 
himself is full of ideas and plans. 
3uzzing around in Eckert’s fertile 
mind is an idea for drastically reduc- 
ing the size of computers. Explains 
Eckert: “It’s easy to build things big- 
ger. Inventing something smaller and 
cheaper is the thing.” 

Thus, even though Univac’s chances 
look slim for ever regaining first 
spot in computers, Eckert is no longer 
discouraged. In a market that has 
grown from an annual $242 million 
five years ago to $1.4 billion this year, 
he is convinced that there is going to 
be plenty of business for several com- 
panies—and he is determined that 
Sperry Rand is going to be out front 
this time 


STEEL 


RISING STAR 
IN STEEL 


Can a smaller steel company 

not only survive but grow? 

In McLouth’s case the an- 

swer has been a resounding 
“yes.” 


“GETTING AHEAD of the competition in 
this business,” runs a steel industry 
saying, “is like getting into a revolv- 
ing door behind the other fellow and 
still beating him out the other side.” 
One of the few companies that has 
managed this neat trick in recent 
years been Detroit's smallish 
(1960 sales: $217 million) McLouth 
Steel Corp.* A rather nondescript 
rolling mill just over a decade ago, 
McLough last year elbowed its way 
through steel’s revolving door into 
the industry’s eleventh position, pass- 
ing in the process such good-sized 


has 


McLouth Steel Corp 
counter. Recent price 
high, 55'4; low, 3814 
Indicated 1961 
share (1960) 
lion 


Traded over-the- 
55. Price range (1961): 
Dividend (1960): none 
payout: none. Earnings per 
$4.51. Total assets: $198.5 mil- 
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McLOUTH’S CUDLIP: 
he footed the bill... 


companies as Crucible and Kaiser. 

Over the past few years, many of 
them difficult ones for the hard- 
pressed steel industry, McLouth has 
boosted its earnings from just $1.73 
a share in 1951 to last year’s record 
$4.51. This year, if the fall pickup is 
as brisk as McLouth thinks it will be, 
McLouth should be one of the few 
major steel companies to make as 
much money in 1961 as it did in 1960. 

Geography Helps. How has McLouth 
managed so nimbly to breast the tide? 
Geography has helped. A manufac- 
turer of stainless and carbon steels, 
McLouth is strategically located for 
supplying Detroit’s automobile indus- 
try. But had it not been for a very 
smart management move, McLouth 
would have been unable to capitalize 
on its advantages. 

In 1953, the late Donald B. McLouth 
and Merlin A. Cudlip (who became 


OXYGEN CONVERTER PROCESS: 
... for a $173-million gamble 


president after McLouth’s death in 
1954) decided to break with accepted 
industry methods. A small, regional 
company, they reasoned, had to be 
different if it was to survive. At the 
time, McLouth was not the integrated 
outfit it is today. Total sales were less 
than $100 million. Despite good profit 
margins, operating costs were still dis- 
couragingly high. Striking out boldly, 
McLouth and Cudlip scraped togethe 
$173 million from loans, retained earn- 
ings and by selling $25 million worth 
of preferred stock to good customer 
General Motors. 

McLouth, however, was not simply 
hell-bent for expansion. “We wanted 
to increase capacity, of course,” says 
“Bud” Cudlip, “but our primary aim 
was to cut down operating costs.” 

Oxygen Converters. McLouth suc- 
ceeded remarkably well. Pioneering 
the use of the capital-saving oxygen 
converter process, the company did 
everything possible to extract maxi- 
mum mileage from its spending. Not 
only did its $173 million enable Mc- 
Louth to treble ingot capacity (to 2.5 
million tons), it enabled the company 
to bring costs way down. By last 
year, McLouth had one of the lowest 
labor-cost ratios in the steel busi- 
ness—just over 16% of sales, com- 
pared with Bethlehem’s 43°, Re- 
public’s 39% and U.S. Steel’s 46%. 

As a result, McLouth earned a very 
healthy 7.6 cents on the sales dollar 
last year as compared with only 5.4c 
in 1953. At last year’s rate, McLouth’s 
basic profitability compared favorably 
with Bethlehem’s 5.6c, Republic’s 5c 
and Jones & Laughlin’s 4.3c. 

In its expansion plans, McLouth did 
not hesitate to flaunt industry tradi- 
tion. It is almost an article of faith 
in steel that a well-run company 
should avoid dependence on any one 
customer. McLouth scrapped this rule 
Instead, it made the most of its loca- 
tion by supplying flat rolled steel for 
all automotive steel items from body 
to stainless trim. Today, GM alone 
takes more than a third of McLouth’s 
output and the auto industry as a 
whole better than 50%. 

General Motors, in fact, 
more than just a good customer. In 
return for GM’s share in refinancing. 
Cudlip signed a 12-year contract to 
provide enough stainless and rolled 
carbon sheet and strip to meet 5“ of 
the huge automaker's needs. Since 
GM uses up something like $1.5 bil- 
lion to $2 billion worth of steel prod- 
ucts a year, McLouth’s 5% 
small factor in the steelmaker’s sales 
mix. This contract has provided sta- 
bility during the severe fluctuations in 
steel demand in recent years. 

A Comfortable 80%. Reflecting the 
current recession, McLouth’s sales in 
1961’s first half were down 22° to 
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What’s ahead for 
Chrysler? 





The people in charge talk briefly about 
what they are doing 


Suppose somebody put you in charge of America’s 
seventh largest industrial company in sales with 
assets of one billion, 369 million dollars and said: 


“You have more than 82,000 people working 
for the company. 


““You have 86,000 stockholders. 


“You have more than 6,000 dealers who sold 
more than three billion dollars’ worth of cars 
and trucks in 1960. 


““You do business with more than 12,000 other 
companies. 


**And remember what you owe to the people who 
own the more than 11 million Chrysler-built cars 
and trucks now on the road in the U. S. alone. 


“You’re in charge. Fix what’s wrong, keep 
what’s right, and move ahead.” 


That’s the job they gave us and that’s what we 
intend todo... 
“Fix what’s wrong, 
keep what’s right, 
and move ahead” 


With the cars we have for ’62, and by keeping our 
eye on these objectives, we are confident we will 
move ahead rapidly. 


1. We plan to make it necessary for every auto- 
mobile buyer once again to “‘look at all three.”’ This 
can be accomplished only by offering cars with some- 
thing extra in every price class. This we are doing! 


2. In addition to offering cars with something extra 
in every price class, we will continue to offer the best 
built cars in every price class. To accomplish this, we 
have tightened up our already rigorous quality con- 
trol program. You'll see the results in our 1962 cars 
on display September 28. 


3. We are dedicated to turning out cars that will 
give you peak performance, that will handle gas as 
though it were rationed, and will require a minimum 
of attention and expense. We’re doing it now, and 
we're going to do even better. 


4. Chrysler Corporation has the best engineers in 
the business. It is our job to see that their best ideas 
go into our cars. 


In accomplishing these four basic objectives, we will 
offer you cars in every price class that give you the 
most for your dollar when you buy them and the 
most for your dollar at trade-in time. 


The people at 
Chrysler Corporation 


Where engineering puts something extra into every car 


PLYMOUTH * VALIANT * DODGE *« DART * LANCER * CHRYSLER * IMPERIAL * DODGE TRUCKS 
SIMCA CARS e MOPAR e REDSTONE e« JUPITER « AIRTEMP « AMPLEX « CYCLEWELD « MARINE AND INDUSTRIAL ENGINES 
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$91 million and profits dropped 26% 
to $1.96 per share. Then a wildcat 
strike in July cost an estimated 50c a 
share. 

But with the recession fast retreat- 
ing, McLouth is operating at a near 
optimum 80° of capacity, about 10 
points over the industry average. 
“Yes, we are optimistic with orders 
received now,” says Cudlip, but adds: 
“Of course, an automobile strike 
could change everything.” 

While McLouth has demonstrated 
greater cyclical stability than its steel 
brethren, it has not shared the in- 
dustry’s generosity in distributing 
cash dividends. Cudlip has needed 
every penny he could find to finance 
his capital program. Not since 1948 
has any cash dividend been paid on 
the 3.5 million common shares. 

The end of this austerity diet, how- 
ever, may be getting closer. In June 
Cudlip retired the GM participating 
preferred and reduced long-term debt 
to $60 million. But the end is not yet. 
“At present,” says “Bud” Cudlip, “we 
have no immediate plans for a cash 
dividend or listing on the NYSE.” Still, 
longtime stockholders can _ hardly 
complain. McLouth’s shares, which 
sold as low as $3 a share in 1950, have 
been as high as 55% this year 


CHEMICALS 


THE LONG 
ROAD BACK 


Fred Foy is less optimistic 
than he used to be about how 
long it will take to restore 
Koppers’ old profitability. 


AFTER an ambitious 12-year, $100- 
million expansion into chemicals 
(which now account for roughly 60° 
of its $300-million sales volume), 
Pittsburgh's Koppers Co.* has yet to 
produce the kind of profits that are 
typical of most chemical companies 
In 1960, for example, Koppers earned 
about 5°; on stockholders’ equity, less 
than half the return the typical large 
chemical company made. At that rate, 
the old Mellon-controlled produce: 
of coal-based products was down to 
a shadow of its former profitability 

Last month, Koppers’ Chairman 
Fred C. Foy took time out to admit 
that the company’s showing was not 
up to snuff and to explain what the 
company was doing about it. The oc- 


Koppers Co., Inc. Traded NYSE. Recent 
price: 46',. Price range (1961): high, 481,; 
low, 36. Dividend (1960) : $1.90. Indicated 1961 
payout: $2. Earnings per share (1960): $3.06 
Total assets: $2154 million. Ticker symbol 
KOP 
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MOLDING 


casion was the opening of his new re- 
search center at Monroeville, Pa. 

“We are a young chemical com- 
pany,” said Foy. “We don’t have 20 
to 40 years behind us like Dow and du 
Pont. Sure they are making a lot 
more on invested capital than we are, 
but we ought to start closing the gap 
in a few years.” 

While in a broad sense chemicals 
do now provide the biggest part ot 
Koppers’ sales, a large share is in such 
old-line chemical products as roofing 
pitch, road-paving materials and creo- 
sote. In newer chemical fields, Kop- 
pers is a relatively late starter. It got 
into plastics (styrene, polystyrene and 
polyethylene) in a substantial way 
only in the mid-1950s. Thus Foy and 
his aides do not feel anyone should be 
surprised about this gap between 
Koppers’ profitability and that of the 
more established chemical companies. 

On the Threshold. How does Foy 
propose lessening the gap? “We are,” 
says he, “on the threshold in several 
things and we will do what we have to 
do to make them successful.” Koppers, 
for instance, has a plastic foam core 
building “sandwich” panel that it 
thinks a lot of. “If builders do not 
promote that product as aggressively 
as we think they should,” says Foy, 
“we will think seriously of going into 
consumer marketing ourselves.” 

Foy says the same thing about Kop- 
pers’ fire-protected wood, Non-Com. 
“If they don’t sell it,” says he, “we 
will.” And there seems little doubt 
that some chemical company is go- 
ing to make a great deal of money 
from one of the newest plastics- 
expandable polystyrene, which in- 
sulates, floats and does not burn. Foy 
hopes it will be Koppers, which is al- 
ready off to a good start. “We can- 
not make enough of the stuff to meet 


it 


MACHINE FOR EXPANDABLE POLYSTYRENE: 


will it help close the profits gap? 


the demand,” says Chairman Foy. 
“We will almost double our capacity 
in 1962.” 

Waxing & Waning. By pushing new 
products Foy is hopeful not only of 
upgrading the earnings of his chemi- 
cal operation but of his older coal- 
based tar products and wood-pre- 
servatives as well. These new prod- 
ucts, of course, cannot do much for 
Koppers’ big engineering and con- 
struction division, which designs and 
builds facilities for the iron and steel 
industries and accounts for about a 
quarter of Koppers’ sales. The for- 
tunes of this division will continue to 
wax and wane with the big swings in 
the capital goods cycles. But by im- 
proving chemical profits, Foy hopes 
to reduce the effects of such swings. 

At present these swings have a very 
severe effect. In 1961's first half, for 
example, a sharp decline in engineer- 
ing and construction billings account- 
ed for most of Koppers’ 13°, decline 
in sales and its 35% drop in profits. 
With sales of this division likely to 
drop to about $50 million from last 
year’s $70-million level, Koppers has 
little chance of equaling 1960's $3.06 
a share—even with a very strong sec- 
ond half. 

When? Next year, of course, looks 
better. But Foy, in spite of his spank- 
ing new laboratory, is not ready to 
predict when Koppers will get back 
to the $6-a- share earnings it was pro- 
ducing in the early Fifties. 

Nevertheless, Foy still thinks Kop- 
pers will get back to its old earn- 
ing power in time and expects the 
research lab to play a leading role. 
“We are product-oriented here,” says 
he. “This center will provide the base 
for solid growth and improving profits 
levels; we are out to make a few bucks 
for the stockholders.” 


FORBES, SEPTEMBER 15, 1961 








Necessity of modern life 


GENERAL _ 
TELEPHONE & ELECTRONICS \ee) 


Most people take the telephone for granted — until they need it and it isn't 
there. 

Then they realize that because telephone service is so dependable, is so 
efficient, is so widely available, there’s usually no reason to give it a second 
thought. 

At Gen Tel, as at other telephone companies, this kind of telephone service 
is the result of much planning and working ahead: developing new equip- 
ment to meet needs before they arise, solving operational problems far in 
advance, expanding facilities to anticipate soundly projected growth. 

But planning and working ahead require investing ahead. And this the 
communications industry does willingly, and on a tremendous scale. For, 
by prudent foresight, we hope to make your telephone of tomorrow as 
economical a necessity as is your telephone today. 

In this way, as in others, General Telephone & Electronics is making every 
effort to meet the present and future communications needs of the 31 
states we serve. 


General Telephone & Electronics Corporation, 730 Third Avenue, New York 17. 
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Your factory whistle 
would make a mighty 
big noise in a small 
Southern town! 


MANY communities are so highly industrialized that 
a newcomer is no novelty. It quickly becomes “just 
another factory” in town. Not so in a small Southern 
city or town! Your plant stands out. It’s important! 
The whole community welcomes it, and the welcome 
doesn’t wear out after opening day. There’s very good 
reason for this... 





Today in the South, many small cities and towns 
are seeking to diversify a traditionally agricultural 
economy by modest and carefully planned industrial 
development. Men and women who once grew up 
“on the land” and stayed there to help work it, now 
prefer new, non-rural employment. They want a job in 
industry. They want to hear the sound of a factory 
whistle in town. And because they want it, they are 
willing to work for it. 


As a result, a factory locating in such a community 
finds a ready-made pool of industrious, intelligent 
workers eager to get a home-town job in industry — 
and just as determined to keep it. Give them a fair 
day’s pay and you'll get, in return, a full day’s work. 
Want proof? Let Southern’s Industrial Development 
Department show you some of these fine, industry- 
minded small cities and towns in today’s fast-growing 
South. You have no idea how much noise your factory 
whistle can make, until you hear it here. 


“Look Ahead — Look South!” 


SOUTHERN RAILWAY SYSTEM 


The Southern Serves the South 





Is there life 
in outer space? 


To test the possibility that life exists somewhere extremely sensitive electronic ears.” In applied 


in the vast solar system, powerful radio tele- electronics, in Communications, in power trans 


mission, in so many areas that are vital to 
listening for a signal, a sign that might confirm peal America’s progress, Phelps Dodge is playing a 
this almost unbelievable thought. Aspecial Phelps iD basic role. 
Dodge coaxial cable is an important part of these Deep in the process of shaping the future i 
) 17T Ma ie Py 1 7 Pp > TAMA 
PHELPS DODGE COPPER PRODUCTS 


CORPORATION « 300 Park Avenue, New York 22, New York 


scopes are now trained on the heavens 








BUSINESS ABROAD 


THE BITTER END 


Alick Dick’s bold dream of 

creating a new giant in Brit- 

ain’s auto industry has come 
to a bitter end. 





BotH in the U.S. and abroad, the ro- 
mance of autos has always attracted 
bold dreamers. Such a man was tall, 
ambitious Alick Sydney Dick, an Eng- 
lish doctor’s son, who by the age of 
38 had risen through the ranks to be- 
come managing director of Britain’s 
Standard Motor Co. To Dick, car- 
making was more than a_ business. 
“All great cars,” he once mused, “are 
designed by social reformers. It wasn't 
Porsche who thought of the Volks- 
wagen, it was Hitler.” 

Dick yearned to design such a car. 
Standard sorely needed it. As a weak 
fifth in Britain’s roughly competitive 
auto industry (well behind the leaders 
British Motor Corp., Ford, ‘Vauxhall 
and Rootes), Standard relied for sta- 
bility on its big tractor operations. 

Dick, however, did not get his big 
chance, at first. Standard just couldn't 
afford such experiments. But in 1959 
Standard sold its tractor plant to 
Canada’s Massey-Ferguson for $42 


million. It still owned a 150,000-unit- 
a-year automobile plant at Coventry. 
Dick set out to spend the $42 million 


on the car of his dreams. 

High Stakes. Dick brought in famed 
Italian car designer Giovanni Michel- 
otti to style a radically new staple 
family car. The result was the 
Triumph Herald. With its sleek Con- 
tinental lines and first-class engineer- 
ing, the Herald was aimed at an 
unfilled gap in the British market. 





SIR HENRY SPURRIER: 
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Small enough for Britain’s crowded 
roads and high gasoline prices, it was 
a notch above the standard small 
cars both in quality and price. 

While the Herald was pivotal to 
Dick’s scheme, he also launched a 
powerful attack on U.S. markets with 
the TR-3 sports car. He changed 
the company name to Standard-Tri- 
umph International because of the 
unglamourous ring of the 
“standard” in American ears 

At first it seemed as though the 
gamble could well pay off. Dick 
brought the Herald from the drawing- 
board to production in 15 hectic 
months. By mid-1960, Standard’s 
plants were clattering away at ca- 
pacity as sales in both Britain and the 
U.S. soared. But suddenly disaster 
struck on two fronts. At home, the 
normal autumn downturn was inten- 
sified by a sharp government brake 
on consumer credit. Meanwhile, the 
success of the new compact cars in 
the U.S. threw large numbers of Euro- 
pean cars back on their home markets. 

Dick had to halve production. His 
$42 million was almost exhausted. 
Standard now was more vulnerable 
than ever in its comparative small- 
ness. The whole plan was foundering 

To the Rescue. Then last spring the 
big and prosperous bus and _ truck 
maker Leyland Motors Ltd.* came to 
the rescue. Once a car manufacturer 
—in the Twenties its famous Leyland 
Straight Eight broke many world 
records—Leyland wanted to get back 
into the auto business. A broad prod- 
uct line, ranging from heavy trucks 
and buses to light cars, was what 


word 


*Leyland Motors Ltd. Traded over-the- 
counter. Recent price 12!,. Price range 
(1961): high, 1414; low, 11!,. Dividend (fiscal 
1960): 34c. Indicated 1961 payout -. Earn- 
ings per share (fiscal 1960): 9lc. Total assets 
$159.2 million 
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D’S TULIP RALLY: 


the co-driver was dropped 


Leyland Chairman Sir Henry Spur- 
rier believed essential to compete with 
versatile overseas companies. Leyland 
proposed a $56-million share ex- 
change. By now in desperate straits, 
Standard accepted the offer 

Together, the two companies seemed 
all set to prosper. Alick Dick and 
his highly skilled management team 
stayed on to run Standard. More- 
over, sales of the revised Herald 1200 
began to climb, soon Standard’s share 
of the market had nearly 
from December’s low point. 

Dick Bows Out. But last month the 
romance was over. In a glare of pub- 
licity, Sir Henry Spurrier announced 
that all save one of the eight-man 
Standard board had been asked to 
resign, and Alick Dick himself was 
leaving the company. 

Why? “Leyland Motors,” said Si: 
Henry cryptically, “have decided that 
they must streamline and integrate 
the Standard Triumph organization 
into the parent company at an early 
date.” 

But was streamlining all that Ley- 
land had in mind? Britons were not 
so sure. “When you remove all but 
one of the directors who have had 
any experience of the business from 
the board of a motor company,” com- 
mented the London Economist acidly, 
“the obvious inference would be that 
you intend, sooner or later, to 
making cars.” 

In the face of stoutdenials from Ley - 
land of any such plans, however, othe: 
explanations were being debated in 
“City” steak houses and taverns. An 
obvious possibility was that Standard, 
whose commitment to Massey-Fer- 
guson not to build tractors ended in 
May, might make tractors again 
Another likely cause of the rift: any 
Leyland decision to concentrate more 
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on light commercial vehicles. Either 
scheme could mean a scaling down of 
car-making plans that Dick would 
have found hard to countenance. 

Perhaps, too, the conflict had been 
sharpened by a clash of wills. “The 
industry,” mused one newly resigned 
Standard director last month, “at- 
tracts individualists who have very 
forceful views on things. Sir Henry 
Spurrier and Alick Dick just didn’t 
hit it off in that way.” Added he: 
“They have, both of them, very de- 
cided ideas on what they want to do 
and how it should be done. And 
after all, somebody in these things 
always comes out on top.” 

Finis. At month’s end, Alick Dick 
was setting out on a long sabbatical. 
Would he eventually return to the 
trade he first learned as an apprentice 
at the old Standard Motors? The 
chances were that he would not. 
“There aren’t many other jobs in the 
British auto industry big enough to 
hold a chap like Alick,’ mused a 
friend. “We're all wondering just 
what he will do next.” 


FOOD PROCESSORS 


NEW LOOK 
AT UNITED 





Desperately seeking a rem- 

edy for its ills, United Biscuit 

is giving up decentralization 
for centralization. 


SurveyinG his far-flung cookie and 
biscuit domain, United Biscuit Co.* 
President Edward J. Hekman did not 
need to be told that all was not well. 
United Biscuit was the U.S.’ third- 
ranking biscuit company, held a 20°, 
share of the market with sales of $131 
million and such leading brands as 
Town House crackers and Cinnamon 
Crisps. But 1960 sales were below 
those of 1957 and earnings were 
barely half what they had been a 
decade earlier. United’s net profit 
margin last year was a soggy 1.9%, 
compared with a crisp 6.2% for Na- 
tional Biscuit, the industry’s top com- 
pany, and 4.2% for second-ranking 
Sunshine Biscuit. 

Hard-headed Ed Hekman_ was 
afraid he knew the remedy and it was 
an unpleasantly drastic one. United’s 
traditional method of operation just 
wasn’t working. United had decen- 
tralized so extensively that it was 


*United Biscuit Co. of America. Traded 
NYSE. Recent price: 3613. Price range (1961) : 
high, 45'2: low, 3334. Dividend (1960): 80c. 
Indicated 1961 payout: $1. Earnings per share 
(1960): $2.26. otal assets: $64.9 million 
Ticker symbol: UBS 
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UNITED BISCUIT’S HEKMAN: 
the organization was too unique 


approaching complete anarchy. It had 
six different divisions, none very big. 
Each sold the same products but un- 
der different brand names. Each had 
its own sales, manufacturing and ad- 
vertising setups. In fact, United used 
five different ad agencies. They had, 
in short, all the disadvantages of being 
part of a big company, but none of the 
advantages. 

“TI can’t find another organizational 
structure like ours in American in- 
dustry,” lamented Hekman. Yet to 
attempt to centralize purchasing, 
manufacturing and marketing, as he 
felt should be done, could hardly be 
accomplishec. gently. 

Getting Out of Hand. A third gen- 
eration biscuit man himself, Hekman 
could well understand his division 
heads’ attachment to their divisions. 
United was the brainchild of Chicago 
promoter Kenneth F. MacLellan, who 


CUTTING DOUGH 


from 1927 to 1929 put together the 16 
separate and scattered bakeries that 
make up United’s six divisions. Mac- 
Lellan let them go their separate 
ways, each a proud, family company 
often adorned with the family name. 
Hekman, for example, had become 
president of United’s Hekman divi- 
sion on the death of his father, who 
succeeded his father before him. 

Decentralization had gotten so out 
of hand by 1960 when Hekman took 
over from MacLellan that one divi- 
sion never sold its brand of biscuits 
in the geographic area of another. 
Snorted Hekman: “We couldn't even 
offer a full line of products against 
our competitors in some areas.” 

Centralization Wins. This summe: 
Hekman finally swung into action. 
He called in a management consultant 
firm to survey the company. Reports 
Hekman: “They reached the conclu- 
sion that if we wanted to grow and 
compete in the food industry, we had 
to be one company, not six independ- 
ent bakeries which couldn't take ad- 
vantage of mechanization, automation 
or unified advertising.” 

As Hekman prepared his plans for 
centralization, all was not quiet at 
United Biscuit. George H. Striet- 
mann, chief of the important Striet- 
mann division, quit with a loud pro- 
test that consolidating division brands 
would ruin the company. Cried 
Strietmann: “If we throw away 
brand names people know and ac- 
cept, we’re going to lose sales.” 

But Hekman stuck to his guns. “It’s 
impossible to unify manufacturing 
and not sales, too,’ said he. “This 
change,” grumbled he, “should have 
been made 20 years ago.” United's 
stockholders who have watched profits 
drop almost consistently for a decade, 
could only agree that it was time 
something was done. 


AT UNITED’S HEKMAN DIVISION: 


the changes were long overdue 
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“PURE Firebird Gasoline 
helped keep our cabs on the street 
and out of the garage” 


} 


The cabs of a big city fleet take a prolonged beat- 
ing from heavy traffic and continuous stop-and- 
go driving. This service often forces them out of 
action and into the shop for engine adjustments. 
It’s particularly rough on carburetors. 

Plagued by such problems, Mr. Ed Stinson, 
owner of the Northway Cab Company of 
Columbus, Ohio, put his cabs on a diet of PURE 
Firebird Regular Gasoline. He reports that 
after only a few tankfuls of Firebird, carburetor 
troubles disappeared. Carburetor dirt deposits 
were completely cleaned out. As a result, cabs 


stopped coming in for carburetor adjustments 
in-between regular service intervals. They 
stayed on the street where they belonged, rolling 
up fares instead of repair bills. 

Both powerful new PURE Firebird Gasolines 
contain a special carburetor additive that cleans 
out dirt deposits to prevent gasoline waste and 
engine stalling. Try a tankful of PURE Firebird 
Super with Tri-tane or PURE Firebird Regular. 
Prove it to yourself. Your Pure Oil dealer has 
them for you now —at no extra cost. 

THE PURE OIL COMPANY 


Fire up with PURE Firebird... BE SURE WITH PURE 
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© The Pure Oil Co, 
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Another way copper from Anaconda is helping 


cut the cost of getting electricity to the job 


It’s not a simple job to get electricity to 
big heavy-current motors that travel on 
moving cranes, ore bridges, monorails 
In heavy-duty use where high amperag: 
is needed, steel rails weighing 60 to 
80 pounds per yard have carried the 
power. Then came extruded aluminum 


rails that were lighter and easier to in- 
stall. But aluminum would wear and 
pit from friction of the current collec- 
tors unless protected by grease. Fur- 
thermore, unprotected aluminum rails 
if not used for a while acquire an oxide 
coating that is an electrical insulator. 
An ingenious solution that cuts costs 
all around involves a happy wedding 
of steel and copper. The compact littl 
copper-headed steel conductor rails 
manufactured by the Ringsdorff Car- 
bon Corp., shown at left, have current- 
carrving heads of extruded Anaconda 
copper. Because copper conducts elec- 
tricity better than anv other commercial 
metal, the rails take up very little space 
The steel portion provides the strength 
installation easy 
The best part of it is that the graphit 
il) the 


needed and makes 


used sliding current collectors 


has an affinity for copper, lubricating 
and protecting as it goes. This cuts th 
cost of maintaining the system. Wear on 
the copper is negligible and carbon 
shoes need replacement only every one 
to three vears 

This use of copper, industrial winne: 
of the 1961 Annual Copper and Brass 
Achievement 
other Anaconda is 
helping industry do things better and 
at lower cost. Whether the problem is 


to get electric power from a substation 


Awards, illustrates an 


way copper from 


to an ore-bridge motor or from a 
powe! plant to the heart of a city 
through its 
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Company 


Allen Industries 
American Motors 
Bliss & Laughlin 
Canadian Pacific 


C&0 
Chic., R.1. & Pacific 
Cuneo Press 


Great Northern Ry. 
Interlake Iron 
McCord Corp. 
Outlet Co. 


Allied Stores 
American Bakeries 
American Chain & Cable 


Amer. Commercial Barge 
Amer. Metal Products 
Amer. Molasses 


Amer. Radiator & Stand. 
Archer-Daniels-Mid. 
Basic, Inc. 


Beaunit Mills 
Best & Co. 
Bethlehem Steel 


Bond Stores 
Carey (Philip) Mfg. 
Cone Mills 


Copperweld Steel 
Curtiss-Wright 
Dan River Mills 


Dana Corp. 
Denver & Rio Grande 
Detroit Steel 


Drewrys Ltd., U.S.A. 
Hudson Bay Mining 


Island Creek Coal 
Jorgensen (Earl M.) 
Keystone Steel 


Kresge (S.S.) 
Liggett & Meyers 





HIGH-YIELDING BIG BOARD STOCKS 


Recent 
Price 
20 
19% 

26 
23% 


60% 
23% 
11% 


43 
25% 
36 
19% 


5942 
43% 
46% 


224 
18% 
15% 


15 
39% 
18% 


19% 
39 
421% 


23% 
31 
14% 


35% 
18% 
14% 


39% 
19% 
18 


31% 
52% 


Industria Electrica de Mexico 6% 


28 
17% 
38% 


31% 
96 


*Before 15% Canadian non-resident tax. 


Indicated 
1961 
Dividend 
$1.20 
1.20 
1.60 
1.50* 


4.00 
1.60 
0.80 


3.00 
1.60 
2.20 
1.20 


$3.00 
2.40 
2.50 


1.20 
1.00 
0.80 


0.80 
2.00 
1.00 


1.00 
2.00 
2.40 


1.25 
1.60 
0.80 


2.00 
1.00 
0.80 


2.00 
1.00 
1.00 


1.60 
3.00* 
0.40 


1.50 
1.00 
2.00 


1.60 
5.00 


Latest 


12-Months 


Earnings 
$1.98 
1.35 
1.06 
1.48 


3.69 
1.87 
0.33 


2.48 
0.94 
3.16 
1.52 


ALMOST 60 YIELD BETWEEN 5% AND 


$3.97 
2.49 
2.64 


2.12 
1.07 
1.32 


1.01 
2.36 
0.44 


1.44 
2.50 
1.47 


1.20 
2.42 
0.56 


0.50 
1.11 
1.31 


1.84 
1.28 
d0.10 


2.49 
3.67 
0.67 


0.76 
0.90 
2.74 


1.93 
6.62 


tPlus stock. 


Yield 


6.00% 
6.08 
6.15 
6.28* 


6.65 
6.81 
6.88 


6.98 
6.21 
6.11 
6.11 


5.04% 
5.49 
5.35 


5.33 
5.48 
5.12 


5.33 
5.10 
5.37 


5.23 
5.13 
5.65 


5.38 
5.16 
5.66 


5.67 
5.33 
5.47 


5.02 
5.16 
5.56 


5.04 
5.76* 
5.93 


5.36 
5.59 
5.18 


5.10 
5.21 


**Payable in cash or 5% stock d 


6% ... 


Company 


Pan Am. Sulphur 
Poor & Co. 
Reliable Stores 
Sterchi Bros. 


Thor Power Tool 
Twin City Rapid Tran. 
Udylite 


U.S. Lines 
United Greenfield 
Wayne Knitting Mills 


Louisville & Nashville 
McKee (Arthur G.) 
McLean Trucking 


Midland-Ross 
Minn. & Ontario Paper 
Missouri Pacific Cl. A 


Mueller Brass 
National Vul. Fibre 
N.Y., Chi. & St. Louis 


Northern Pacific 
Parker Rust Proof 
Phelps Dodge 


Pullman 
Quaker State Oil 
Rockwell-Standard 


St. Louis-San Fran. 
Seaboard Air Line RR. 
Sheller Mfg. 


Smith (A.0.) 
Storer Broadcasting 
Sunray Mid-Cont. 


Symington Wayne 
Texas Pacific 
Textron 


Thatcher Glass 
Union Twist Drill 
Western Maryland 


Wheeling Steel 
Woodward Iron 


Deficit 


Recent 
Price 


16% 
19% 
18% 
15 


26% 
14% 
15% 
31% 
16% 
31 


High-yielding stocks are a rarity today; the average Big Board stock 
pays just 2.9°%, lowest rate of return since the Depression when most 
stocks paid nothing at all. Out of 1,130 Big Board common stocks, 
only four score listed below pay current returns of 5°/, or better. 


indicated 
1961 
Dividend 


$1.00 
1.35 
1.20 
1.00 


1.60 
1.00 
1.00 


2.00+ 
1.10 
2.00 


ABOUT A SCORE OF BIG BOARD STOCKS ARE YIELDING 6% OR BETTER... 


Latest 
12-Months 
Earnings 


$1.16 
0.99 
1.23 
1.10 


1.38 
1.78 
0.85 


4.43 
0.86 
2.09 
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a sensible 
move 


for all companies 
using 10 or more 
business cars 


Investigate fleetcar leasing —the 
Hertz way —described by leading 
companies as “‘the lowest cost sales- 
insurance we ever took out.” Find 
out how Hertz Fleetcar Leasing 
plans cater to the special needs of 
larger users of business cars. Dis- 
cover how they’re tailored for com- 
panies which best benefit from the 
nation’s most extensive coast-to- 
coast leasing facilities, and from op- 
erating efficiency perfected over 30 
years. Each “‘10-Plus”’ plan replaces 
your cars with brand-new Chevro- 
lets, Corvairs, or other fine cars; 
assumes full responsibility for main- 
tenance and repairs; and reduces the 
many annoying details of fleet 
administration to the writing of one 
budgetable check each month. Use 
coupon below to learn why more and 
more and more multi-car companies 
agree Hertz Fleetleasing makes the 
best business sense for them. 


HERTZ FLEETCAR LEASING 

Att. H. F. Ryan, V.P 

lhe Hertz Corporation, 660 Madison Ave 
New York 21, N. Y. Dept. F-915 

Please send me 
booklet 


your new fleetcar leasing 


NAME 
POSITION 
COMPANY 
ADDRESS 
CITY & STATE 


NUMBER OF CARS OPERATED 


| 
| 


FOOD CHAINS 


DRASTIC CURE 


Despite Safeway’s over-all 
prosperity, its New York di- 
vision has always been 
dogged by poor profits. 
Chairman Robert Magowan’s 
last ditch remedy: amputate. 





WueN Wall Streeter Robert A. Ma- 
gowan succeeded Lingan A. Warren 
as chief executive officer of Safe- 
way Stores, Inc.* in 1955, changes 
came fast to the big grocery chain. 
Where the crusading Warren had 
spent Safeway’s millions on rear- 
guard actions against such pet peeves 
as trading stamps and advertising 
allowances, Magowan followed a 
more orthodox line. “We're through 
with do-good causes,” said he, as he 
called off Warren’s private wars, cut 
back on private brands, sold off nu- 
merous plants and slashed expenses 
across the board. The result: in just 
one year, Safeway’s margin climbed 
from 0.7 cents on the sales dollar to 
1.3c in 1956. Since that time, more- 
over, Magowan has seen to it that 
Safeway continued to move ahead in 
profitability. 

Fly in the Ointment. But there was 
ene chronic problem at Safeway that 
just wouldn’t go away: the miserable 
return on its New York stores. 
Magowan finally brought them out of 
the red in 1956, but Safeway’s New 
York division has never flourished. 
Magowan, indeed, has made no secret 
of his dissatisfaction. As recently as 
last June, while discussing big ex- 
pansion projects for Safeway’s othe: 
areas, he significantly had no such 

*Safeway Stores, 
Recent price: 553, 


5578; low, 365%. 
1961 


Inc Traded NYSE 
Price range (1961): high, 
Dividend (1960) $1.421, 
Indicated payout: $1.50. Earnings per 
share (1960) 2.71. Total assets: $442.3 mil- 
lion. Ticker symbol: SA 


ot i il Be A 


SAFEWAY’S MAGOWAN: 


plans for New York. “In the New 
York division,” said he sourly, “right 
now we're interested in protecting 
what we have.” 

Last month, Magowan finally gave 
up on New York. Safeway, he an- 
nounced, was selling its 164 New 
York stores to Somerville’s (Mass.) 
First National Stores, Inc.+ Details of 
the deal were a closely kept secret. 
Neither side would say how much 
money was involved. Neither Ma- 
gowan nor First National President 
Adrian O’Keeffe would say a word 
about the deal. 

Was it in the cards, as some said, 
that Safeway might buy another New 
York chain, or even take over First 
National if it made good in New 
York? Robert Magowan, at his South- 
ampton, Long Island summer home, 
had nothing to say. And why did 
First National imagine it could do 
any better in New York than Safe- 
way? O'Keeffe just wasn’t talking. 
“There’s nothing more we can add,” 
said a First National executive care- 
fully, “to what has already been dis- 
closed.” 

Few Regrets. In spite of the final 
rout in New York, however, it seemed 
unlikely that there was much grief 
last month in the Safeway executive 
suite. The sale will probably bring 
as much as $20 million to $25 million 
into Safeway’s treasury. Safeway 
can well use the money to push its 
expansion on the West Coast, where 
it already has over a third of its 2,200 
stores. It is here, Magowan believes, 
that the richest rewards lie. “We're 
convinced,” declares a Safeway di- 
rector, “that the population shift to 
the West will continue for many years 
to come. “Perhaps,” muses he, “it’s 
because we're confirmed Westerners.” 


‘First National Stores, Inc 
Recent price: 7034. Price range (1961): high, 
71'2, low, 4914 Dividend (1960): $2.50. Indi- 
cated 1961 payout $2.50. Earnings per share 
(1960) : $4.80. Total assets: $115 million. Ticker 
symbol: FST 


Traded NYSE 


FIRST NATIONAL’S O’KEEFFE: 


can one man’s poison be another man’s meat? 
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ROCKWELL-STANDARD“..Growth through leadership 


Every day...we transport a U.S. city! 


Enough people and products to build, populate and 
maintain a city the size of Denver are transported 
throughout the United States every 24 hours. Con- 
tributing to this gigantic movement by highway, 
rail, air and pipeline is Rockwell-Standard’s nation- 
wide network of 22 plants. 

From its axle, transmission, spring and brake 
plants come vital components for trucks and buses 
plus important parts for off-highway, construction 
and farm equipment. Its aircraft subsidiary pro- 
vides two of America’s leading airplanes for busi- 


This is one of a series of state- 
ments to acquaint you with the 
broad scope of the activities of 
Rockwell-Standard Corporation. 





ness and pleasure, the Aero Commander and Com- 
mander Alti-Cruiser. For passenger cars, Rockwell- 
Standard supplies seats, springs and bumpers. Still 
another subsidiary manufactures filters of all types 
for the railroad, trucking and aircraft industries. 

Rockwell-Standard’s basic philosophy is two-fold 
—the manufacture of products essential to national 
growth and progress, and a continuing program of 
aggressive research, engineering leadership and 
sound expansion. Fifty years of progress attests 
to the soundness of this business philosophy. 


ROCKWELL-STANDARD | LR » 


CORPORATION 


The 22 plants of Rockwell-Standard Corporation manufacture these famous products - TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 


SIONS + GARY® GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS - 


ALTI-CRUISER® AIRCRAFT + AIR-MAZE® FILTERS - 
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BOSSERT® STAMPINGS + AERO COMMANDER® and COMMANDER 


KERRIGAN® LIGHTING STANDARDS. Pius these other Rockwell-Standard® products: 
AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING + LEAF AND COIL SPRINGS - 


BRAKES + FORGINGS 
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PRESIDENTS REPORT 


ON NORTHERN STATES POWER COMPANY 


Owned by 78,900 shareholders and serving over 600 communities in Minnesota, North Dakota, South Dakota and Wisconsin 


MEET THE MEN WHO LEAD 
IN PLANNING NSP'S FUTURE 


Here are some of NSP’s “unlisted assets” — the members of the Com- 
pany’s Board of Directors. These are the men who provide the top-notch 
leadership that has helped NSP grow and prosper. Their stewardship 
has helped make this year just past a record one for the Company. 


And their long-range planning helps assure sound growth... even 
more and better service for our customers. 


Behind this “first team” are supporting groups of managers and 
executives, specializing in the various phases of the Company’s activ- 
ities. And a continuing program of personnel development — within 
the Company — is preparing others to advance, to assume more 
responsibilities. 


So whether it’s planning an atomic power plant, promoting all-electric 
living, forming a “power pool” with other suppliers, NSP is geared 
to do the job — because it has the kind of men who get jobs done. 


1 Y 


PRESIDENT, NORTHERN STATES POWER COMPANY 
MINNEAPOLIS 2, MINNESOTA 





ALLEN S. KING 

NSP President. Started work- 
ing part time with NSP while 
in college; became a regular 
employee as an engineer in 
1922. Came up through 
Company ranks to become 
President and Director in 
1954. Director of Northwest- 
ern National Bank of 
Minneapolis and Northwest 
Bancorporation. 


H. C. CUMMINS 

Retired First Vice President 
of NSP. Past President, 
Shaeffer Oil and Refining 
Company (now Deep Rock Oil 
Company). Past Vice Presi- 
dent in charge of Operating 
and Engineering, Public Util- 
ity Engineering and Service 
Corporation. 


KENNETH N. DAYTON 


Vice President, Director and 
General Merchandise Mana- 
ger of Dayton’s Department 
Store. Member, Advisory 
Board, Lincoln Office of North- 
western National Bank. Trus- 
tee of Carleton College. 


S. P. DUFFY 


President and General Man- 
ager of Our Own Hardware 
Company of Minneapolis, an 
organization owned by more 
than 600 retail hardware 
dealers. Director, Northwest- 
ern National Bank of Minne- 
apolis and Northwest Bancor- 
poration. 


H. M. GALLAGHER 
Senior Partner in the law firm 
of Gallagher and Madden, 
Waseca, Minnesota. Former 
Chief Justice of the Minne- 
sota Supreme Court; former 
member of the State Indus- 
trial Commission. 


T. G. HARRISON 

Chairman of the Board of 
Super Valu Stores, Inc., Di- 
rector, Federal Reserve Bank, 


Ninth District; Director of 
Green Giant Company. Chair- 
man, Trade Relations Com- 
mittee of National American 
Wholesale Grocers’ Associa- 
tion. Vice Chairman, Dept. of 
Agriculture’s Food Distribu- 
tion Research and Marketing 
Advisory Committee. 


A. B. JACKSON 


President and Director, St. 
Paul Fire and Marine Insur- 
ance Company and St. Paul 
Mercury Insurance Company. 
Director of Western Life In- 
surance Company, Gould Na- 
tional Batteries, Inc., First 
National Bank of St. Paul, 
First Bank Stock Corporation, 
Northwestern Bell Telephone 
Company. 


ROBT. S. MACFARLANE 
President, Northern Pacific 
Railway. Director, Northern 
Pacific Railway Company, 
American Smelting and Re- 
fining Company, First Bank 
Stock Corporation of Minne- 
apolis, First National Bank 
and Trust Company of St. 
Paul, Pacific National Bank 
of Seattle, St. Paul Fire and 
Marine Insurance Company, 
Minnesota Mutual Life Insur- 
ance Company, Chicago, Bur- 
lington and Quincy Railroad. 


BOARD 
OF 
DIRECTORS 


B. C. MARKS 

President, Pioneer Mutual 
Life Insurance Company. 
Chairman of the Board, First 
Federal Savings and Loan As- 
sociation of Fargo. Director, 
The First National Bank and 
Trust Company of Fargo. 
President, Fargo Industrial 
Development Corporation. 


P. H. McDOWELL 

President, Howalt-McDowell, 
Inc., Sioux Falls, South Da- 
kota. Director, Northwest Ban- 
corporation, Northwest Secur- 
ity National Bank of Sioux 
Falls, Raven Industries, Inc., 
Red Owl Stores, Inc. 


DONALD C. MINARD 


President, The Trane Com- 
pany, Manufacturing Engin- 
eers of heating, ventilating, 
air conditioning and heat 
transfer equipment, LaCrosse, 
Wisconsin. 








It's the Compact . . . compact in appearance and in fact. And notice . . . the compactness is between the 
keyboard and the carriage. All the dead air space has been engineered out. But the important work areas 
are set up the same as in other electrics. The carriage is a full 12 inches and the return is electric—auto- 
matic. The keyboard, too, is full size (and with new features). This is the whole idea—compactness. This is 
American engineered compactness—a more efficient product to do the job and so a more efficient price 
—$225"*. Available in three decorator colors and all the crisp type styles you'll ever need. See the Compact 
today. Call your local Smith-Corona Marchant representative, or mail coupon on opposite page. 


*Pius tax 
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SEARLE’S SEARLE: 
caught by his own figures 


DRUGS 


BEST SELLER? 


Little G.D. Searle & Co. may 
have the hottest product in 
the drug business. 


Hap smallish G.D. Searle & Co.* (as- 
sets $37.6 million) come up with the 
biggest new pharmaceutical product 
of the year? Jovial John Gideon 
Searle, president of the Skokie- (IIL) 
based drug company, was helpfully 
vague: “It’s one of our best sellers all 
right, but I can’t tell how well it’s 
doing yet, so much of it is going into 
druggist’s stocks rather than sales.” 

The subject of all this speculation 
was Searle’s Enovid, the first com- 
paratively low-cost oral contraceptive 
to go on the market. Approved by 
the Government in April, Enovid sells 
for about $3.50 a bottle. 

The Record Speaks. Though President 
Searle wasn’t saying much, his com- 
pany’s published figures defeated his 
reticence. The Pharmaceutical Manu- 
facturers Association, studying the 
six-month earnings reports of 12 
leading ethical drug houses, found 
their combined sales came to $854 
million, an average increase of 2% 
from the similar 1960 period. Profits, 
however, at $94.5 million were down 
46%. 

Searle, however, had bucked the 
trend. Leading the pack in both in- 
creased sales and profits, Searle’s 
profits were up a resounding 18% 
and sales 20° over 1960. Searle’s 
nearest competitors: Lilly’s 8% in- 
crease in sales, Smith Kline & French’s 
16% increase in profits. 

Confronted with the figures, Presi- 
dent Searle relented a bit: “Well, you 
might say Enovid could be the big 
seller of the year.” 


*G.D. Searle & Co. Traded over-the-coun- 
ter. Recent price: 102. Price range (1961): 
high, 11049; low, 6512. Dividend (1960): $1.20. 
Indicated 1961 payout: $1.20. Earnings per 
share (1960) ; $1.69. Total assets: $37.6 million. 
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STEEL | 


HOBSON’S CHOICE 


No company likes to sell | 


new shares at only 25% of 

their book value, but Pitts- 

burgh Steel doesn’t have 
much choice. 


NoT sINCE prosperous 1957 has any 





. ] 
major steel company sold new com- 


mon stock. But last month little 
(peak sales: $182 million) Pittsburgh | 


Steel* announced it intended going | 


to market with $10 million in new | 
common shares, a whopping 50% in- 
crease in its common capitalization. 

On the surface the move was hard- 
ly a masterpiece of timing. In the | 
first six months of this year, the com- 
pany ran up a resounding deficit of | 
$1.5 million on one of the lowest sales 
volumes in a decade. With ingot ca- | 
pacity at 1.6 million tons of relatively 
old-fashioned steelmaking capacity, | 
Pittsburgh has made real money only 
in peak steel years. It has paid com- 
mon stock cash dividends only three 
times in the past 29 years and has 
failed to cover even its preferred divi- 
dend requirements since 1958. 


Why did President Allison R. Max- | 


well Jr. and his board pick this nadir | 
of the company’s fortunes to sell 
common stock? The simple answe1 
is: they had little choice. 

Profitless Treadmill. Maxwell, a 
dapper Princetonian, realizes that 
Pittsburgh can get out of its profitless 
treadmill only if it can bring steel- 
making costs down closer to the in- 
dustry average. Right now its costs 
are way out of line. Even 
when its sales hit a peak, Pittsburgh | 
earned an operating profit margin of 
just 83% as against an industry 
average of about 17%. 

In Pittsburgh’s case, 
means modernization. Maxwell, for 
example, would like to build two 
new oxygen converters, two rolling 
stands, several furnaces and a sinter- 
ing plant. Most of these facilities 
would replace outmoded, high-cost 
plant, enable Pittsburgh to make 
money on far lower volume than it 
can today. 

Money-Raising. The catch is that all 
this will require $25 million of outside 
capital. But Pittsburgh’s treasury 


cost-cutting 


in 1957 | 


contained only $6.7 million in cash at | 
mid-year and the company already 


had a relatively high debt ratio. 


Nevertheless, by last month Maxwell | 


*Pittsburgh Steel Co. Traded NYSE. Recent 
rice: 1245. Price range (1961): high, 1736; 
ow, 11. Dividend (1 ): mone. Indicated 
1961 payout: none. Earnings per share (1960) : 

dl8c. Total assets: $149 million. Ticker sym- 
bol: PSC. 
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Big Brother to the Compact! 
All-new Smith-Corona 400 
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Smith-Corona Marchant Inc. 
410 Park Avenue, New York 22, N. Y. 


[] Please send more information on the 
200 Compact. 


() Please send more information on the 
400. 


( “50 Checkpoints To Help Improve Your 
Office and Personnel Efficiency” 
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SYMBOL 
OF 
RELIABILITY 


Like a fine watch, the corporate symbol of Transamerica stands for relia- 
bility. For Transamerica is synchronized to change, and keeps pace with 
the times in a wide diversity of industries: Real estate development by 
The Capital Company; heavy machinery manufacture by General Metals 
Corporation; a full range of insurance coverage by the members of the 
Transamerica Insurance Group — Occidental Life Insurance Company of 
California, American Surety Company of New York, Canadian Surety Com- 
pany, American Life Insurance Company of New York, Pacific National 
Fire Insurance Company, Premier Insurance Company, Automotive Insur- 
ance Company, Phoenix Title and Trust Company. Many enterprises... 
one sustaining rhythm. Remember them and the name that they share. 


TRANSAMERICA CORPORATION, SAN FRANCISCO 
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PITTSBURGH STEEL’S MAXWELL: 
stockholders must ante up 


already had raised $15 million. He 
lengthened the maturity of a current 
loan and increased the face amount 
by $5 million. Another $10 million 
came from first mortgage bonds sold 
to an insurance company. 

The price was steep for the bonds: 
6% interest plus a sweetener of war- 
rants to purchase 200,000 shares of 
common at $17 a share any time prior 
to 1979. But Maxwell was now more 
than half way home with just $10 
million to go. That $10 million, 
though, looked like a big hurdle. For 
Pittsburgh’s borrowing power was 
stretched to the limit. 

Already Spent. What had happened 
to Pittsburgh’s profits from the pros- 
perous early Fifties? These had al- 
ready been spent. After World War 
II, PSC started a major rebuilding 
program that improved its product 
mix by entry into sheet and strip pro- 
duction. Beginning in 1951 PSC spent 
$118 million for modernizing its fa- 
cilities and ridding the company of 
much of its unprofitable semifinished 
steel business. 

By 1956 the gamble seemed to have 
paid off. PSC’s common soared to 
$39 a share. Then four bad back-to- 
back years hit the entire industry; 
growth was halted. Pittsburgh Steel 
could not generate internally the 
funds to keep pace with its richer 
rivals. 

Not Much Choice. Which left the 
company with but one way out: the 
sale of new common stock. On Sep- 
tember 28, stockholders will vote to 
increase the amount of authorized 
stock so that PSC can issue some 
800,000 new shares, the estimated 
number it would take to raise $10 
million with PSC’s common selling 
close to its 1961 low of $11. For stock- 
holders this would mean a 50% reduc- 
tion of their equity. It would drop 


| the book value of their existing shares 
| from around $38 a share to about $30. 
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Not a pretty prospect, but events have 
left the company little choice. 
Since stockholder approval under 


the circumstances is almest a fore- | 
gone conclusion, the next question 
naturally arises: Who will buy the | 


shares? That question is fairly easy 
to answer. Existing stockholders will 
take most of them under some kind 


of a rights offering. Only by taking | 


up new stock can they avoid a very 
serious dilution of their equity. 


An Assessment? Doesn't this amount | 


to a kind of assessment on stockhold- 


ers to finish paying for the moderniza- ' 


tion program? Gagged by the SEC 
regulation which forbids officers from 
releasing information that might 
affect a prospective issue, Maxwell 
would only remark, “Until after the 
financing, Fm just going to be like a 
mummy.” 


OIL 


OUT FROM UNDER 


Cities Service finally got out 
from under the Utility Hold- 
ing Company Act last year, 
and the results are already 
beginning to show. 


IN RECENT years, Burl S. Watson, gray- 
thatched chairman of Cities Service 
Co.,* and his former boss W. Alton 
Jones+ have been two of the most 
taciturn men in the oil business. Truth 
is, they have not had much to talk 
about. Cities Service is a big oil re- 
finer (with yearly sales of close to 
$1 billion), but it has made little 
recent progress against the lack of 
crude that is its biggest single prob- 
lem: the company’s 50° crude oil 
deficiency is only slightly less than it 
was five years ago. Not surprisingly, 
Cities Service’s return on invested 
capital (6.2% last year) was among 
the lowest in the oil business. 

But last month Watson suddenly 
had plenty to talk about. Cities Serv- 
ice was moving in a dozen places, 
opening chemical plants, breaking 
ground for others, acquiring produc- 
tive oil lands and, most important of 
all, completing its first full-scale 
merger in 20 years. 

Tangled in Tape. “This will be,” said 
Watson, “the busiest year in this com- 
pany’s history and next year will be 
busier yet.” None of this can yet be 


translated into better profits for Cities | 


*Cities Service Co. Traded NYSE. Recent 
rice: 5234. Price range (1961): high, 584; 
ow, 50%,. Dividend (1960): $2.40. Indicated 
1961 payout: $2.40. Earnings per share (1960) : 
a a assets: $1.3 billion. Ticker sym- 
a: o 


‘Now semiretired and chairman of the 
executive committee 
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FARRIS BRYANT 
Governor, State of Florida 


“Investigate 
DEBT-FREE 


Florida 


.-A%10 BILLION 
DOLLAR MARKET!” 


“Florida’s Built-In Consumer Market is made up of 5,217,000* permanent 
residents and 11,000,000 free-spending vacationists. Together they have 
$10 billion dollars to spend on new homes, furnishings, hotel and motel 
accommodations, food, apparel, entertainment, clestutonl ant gas appliances, 
radios and televisions, new cars, sports equipment, boats, anc just about 
everything imaginable. 

“You name it... and if you make it, FLORIDA’S 16,000,000 consumers need it! 


“Figure out how you and your industry can gain a share of Florida’s whopping 


$10 Billion Dollar Consumer Market, and you'll lose no time in esta ing 
a new plant here! 


“Florida’s Assurance Policy gives every encouragement to New Industry. You 


have my personal assurance of a sunny business climate here in FLORIDA. 
You have my positive assurance of every aid and assistance possible from our 
Florida Develépment Commission, and from the overwhelming majority of 
our business men, industrialists and financiers. 


“Let our Industrial Division experts advise you where your business or industry 


will best succeed in FLORIDA. Find out in detail the exceptional tax advan- 
tages FLORIDA offers you. Get albthe facts about our plentiful labor market. 
‘Write, Wire Or “Phone Us Today! Or better yet . . . come down and see for 
yourself why you and your business should be taking part right now in 
FLORIDA'S phenomenal growth. All inquiries kept strictly confidential. 


“The only thing better than a FLORIDA vacation is having your plant here 


. . . living here . . . sharing in FLORIDA’s $10 BILLION DOLLAR CON. 
SUMER MARKET!” 
*Official July 31, 1961 estimate 


Florida 


..A%10 BILLION DOLLAR MARKET 





Mr. Wendell Jarrard - Chairman 
FLORIDA DEVELOPMENT COMMISSION 
Box 4110A, Tallahassee, Florida 


Please send me “Plant Location Guide,” containing 
all the facts about FLORIDA’S opportunities for 
New Industry, the $10 BILLION DOLLAR CON. 
SUMER MARKRBT, Labor, Climate, Schools, 


Natural Resources, Favorable Tax Structure. 
Name 
Firm Name 


Address 


free film 
“Profile of Progress” 
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Shining Example of a well-run railroad 
.. . Nickel Plate is outstanding for its excellence in “‘mainte- 
nance -of-way.” This means high-speed service, dependable 
deliveries. ““The railroad that runs by the customer’s clock.” 


NICKEL PLATE ROAD - CLEVELAND 1, OHIO 
Offices in principal cities 


UNITED-CARR 
FASTENER CORPORATION 


September Dividend Notice 


At a meeting of the Board of Directors of United-Carr 
Fastener Corporation held August 23, 1961, a regular 
quarterly cash dividend of thirty cents (30¢) per share 
was declared on the common stock, payable September 
15, 1961, to holders of record at the close of business on 
a September 5, 1961. This is the one hundred thirteenth 
Po ao successive dividend and the company has paid a cash 
D dividend in every calendar quarter for the past twenty- 
eight years. 


SAMUEL A. GROVES President 








Little things make a BIG difference 





in 
ELECTRONICS In major U.S. industrial centers and in 
e . * © ,* is = 
AIRCRAFT AND Canada, England and Australia, more than 
MISSILES twenty United-Carr plants are organized into 


. ten divisions and subsidiaries. 
AUTOMOTIVE 


VEHICLES Experienced engineering staffs are backed by 

= excellent facilities for the production of intri- 

—— cate metal and plastic parts and components 

LEATHER GOODS which help speed assembly, cut costs and 

bed improve product performance for the mass- 
CLOTHING production industries. 


bs - 


UNITED-CARR FASTENER CORPORATION, BOSTON, MASSACHUSETTS — 


s 
FURNITURE 














Service right away, but that is not the 
point. A year ago, it would have been 
almost hopeless for Watson to attempt 
half of the things he now has in the 
works. 

From 1939 until last December, 
Cities Service was tangled in red tape. 
Although operating as an oil company, 
it was subject to regulation under the 
Public Utility Holding Company Act. 
Given an option by the Government in 
the late 1930s, then-Chairman W. Al- 
ton Jones wisely chose to stay in the 
oil business and sell off the 250 or so 
gas and electric utility companies 
Cities Service owned. 

While the long unloading program 
was under way, Cities Service had to 
compete in the freewheeling oil busi- 
ness, while its development was re- 
stricted severely much of the time by 
the ponderous utility regulations. The 
company could not even offer execu- 
tives a stock option plan. More im- 
portantly, for all practical purposes 
utility rules put mergers out of reach 
because of the red tape involved. 

Out From Under. Last December, 
Cities Service bought out the minor- 
ity interest in Arkansas Fuel Oil Co. 
Thus, after two decades, Cities Serv- 
ice was finally out from under. “For 
years,” says one top executive, “Wat- 
son (who most of the time was Jones’ 
right-hand man) was just about the 
only executive who was paying full 
attention to the oil business. The rest 
were tied up with Washington con- 
tinually with these utilities.” 

With the red tape cleared away, 
Cities Service was ready to move. 
Short weeks after being freed of 
utility regulations, Watson made his 
first acquisition: leases from Felmont 
Petroleum Co., which produce some 
15,000 barrels of crude oil daily. Last 
month he headed for an even more 
important acquisition, announcing 
plans to purchase Columbian Carbon 
Co. for $108 million in convertible 


CARBON BLACK RESEARCH: 
new fields to conquer 
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preferred stock. Columbian 
U.S.’ second largest producer of car- 
bon black (used in such 
synthetic rubber), with total sales of 
more than $80 million. 

Plenty of Wherewithal. “This is only 
the beginning,” said Watson. “We ex- 
pect to make plenty of mergers in the 
future.” With a whopping $200 mil- 
lion in his cash account and yearly 


cash flow in excess of $120 million, | 


Watson seems to have the where- 
withal for a good-sized program. 

Watson hopes to use his cash and 
his new freedom from red tape to les- 
sen Cities Service’s excessive vulner- 
ability to the frequent swings of the 
gasoline market. A big deficit refiner, 
Cities Service depends for its profits 
almost entirely on the spread between 
crude prices and 
prices. In the first half of 1961, for in- 
stance, gasoline prices were strong; 
Cities Service’s earnings rose 28% (to 
$2.23 a share), although sales volume 
rose just slightly more than 1% (to 
$501 million). But Watson expects 
weaker prices to eut down profits over 
the rest of the year. 

To lessen his vulnerability to the 
gasoline market, Watson is headed in- 
to chemicals. He is getting about 
$50 million a year in revenues from 
this source now. Watson hopes to 
double this figure within a few years. 
Cities Service started up a new or- 
thoxylene plant on the Gulf Coast 
last month, began plans for a naph- 
thalene plant near Chicago, and re- 
cently got a 24% interest in still a third 
new chemicals venture in Argentina. 

Cities Service also plans to break 
into European chemicals by the end 
of the year. With reasonable growth 
from Columbian Carbon, Cities Serv- 
ice, in the not-too-distant future, 
could be getting about 15° of its rev- 
enue from chemicals. 

Concentrating on Crude. In the oil 
end, Watson is concentrating on crude 


production, plans deliberately to hold | 


down his refinery capacity. “We hope 
to become 70% self-sufficient in crude 
in a couple of years,” says he. “It will 


be a long time before we think of | 


adding any new refinery capacity.” 
Whether Watson can find the 20 mil- 
lion barrels or so of fresh crude oil a 
year he needs to get the kind of self- 
sufficiency he is talking about, of 
course, remains to be seen. But at 
least he now has elbow room. 

All in all, things were looking more 
cheerful and more lively around Cities 
Service’s Manhattan headquarters last 
month than they had for a long time. 
The big problems still remained. But 
now at least Watson and his fellow 


executives have the freedom to bring | 


the company’s very considerable re- 
sources to bear on them. 
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NEW WESTINGHOUSE “DO-IT-YOURSELF” DRYCLEANER 
CUTS COSTS, OPENS UP INVESTMENT OPPORTUNITIES 


Talk about cost-cutting! Here's just one example of how much cash homemakers can 
save with the new coin-operated Westinghouse DRYCLEANER: in most areas, it will 
clean 2 sports shirts . . . 4 sweaters... 3 skirts... 2 slacks ... and 3 children's 
outfits—all for about $1.50, what you'd normally pay to send just one suit to the 
commercial cleaners! No wonder people wait in line to use this money-saving machine! 


Productive source of extra income 
Because it does so much for so little, the 
new Westinghouse DRYCLEANER at- 
tracts crowds of customers, yields excel- 
lent returns to investors. Many profes- 
sional and business people with money 
to invest have already found self-service 
laundries a productive source of extra 
income. Now the new Westinghouse 
DRYCLEANER nearly doubles their profit 
potential! Look around your own com- 
munity. Chances are, you'll spot at least 
one good location where you could make 
money with a one-stop “‘do-it-yourself"’ 
cleaning center right now. 


Trouble-free equipment 

Westinghouse pioneered reliability in 

coin-operated equipment with the fa- 

mous Laundromat® Automatic Washer. 

Today, there are more Laundromats in 
‘ 


use than any other make, giving West- 
inghouse more practical experience in 
this field than any other manufacturer. 
Westinghouse engineers have applied 
this first-hand experience in producing 
the rugged, simple ‘‘do-it-yourself" 
DRYCLEANER to make it easy to install, 
easy to service, and easy to operate. 


Like to know more about operating a 
money-making cleaning center? Call your 
Westinghouse Distributor or write: West- 
inghouse Electric Corp., Commercial 
Laundry Equipment Sales Department, 
Mansfield, Ohio. In coin-operated equip- 
ment, too—you can be sure... if it's 
Westinghouse. 


Westinghouse 











THE “HOW” AND 
“WHY” OF 

FORBES SECURITIES 

MANAGEMENT 














Today, careful investors must analyze a great 
mass of financial data to obtain the minimum 
degree of knowledge necessary to hold sound 
investments and to make new commitments. 
As a result, those not having access to this in- 
tensive research sometimes find themselves 
with a badly unbalanced list of securities. Be- 
cause of the uncertainties in today’s volatile 
market, they may completely overlook attrac- 
tive new investment opportunities or fail to 
take profits at the proper time. 


The responsibilities of money management are 
further complicated by the fact that in many 
cases you HAVE NO WAY OF KNOWING 
WHETHER YOU ARE ACTING ON THE 
VERY LATEST INFORMATION! 


It is for the investor with a portfolio valued 
at $50,000 or more, who does not have the time 
nor the necessary experience to cope with the 


SEND FOR BOOKLET—NO OBLIGATION 


Forbes Securities Management Inc. 
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complex problems of money management, that 
FORBES SECURITIES MANAGEMENT was 
established. The entire resources and experi- 
ences of the 44-year-old FORBES organization 
are made available to investors through this 
Division. Here, each account is given expert 
and thorough analysis and constant supervision 
directed toward reaching the individual finan- 
cial goal of the investor. Your account is imme- 
diately assigned to an experienced FORBES 
Investment Manager who sends you regular 
reports on your portfolio and whom you may 
consult by letter, by telephone or telegram, or 
by personal visit at any time. 


To learn more about the scope and purpose 
of this outstanding service—how it is organ- 
ized, how fees are determined, how our highly 
skilled stafi takes the initiative in making 
recommendations—send today for your FREE 
copy of our descriptive booklet. 


SOME ADVANTAGES OF FORBES 
SECURITIES MANAGEMENT SERVICE 


Draws upon the statistical-research facilities 
of the famous, 44-year-old Forses 
organization. 


Recommendations are thoroughly impartial, 
unbiased . . . no connection whatsoever with 
brokers dealing in securities. 


You get recommendations based on the 
combined, specialized knowledge of 

many investment experts. No one manager 
acts alone. 


You have a person-to-person relationship with 
a seasoned manager—may consult with him at 
any time on matters concerning your program. 


You are kept posted on developments, new profit 
opportunities, of special interest to your particular 
investment objectives. 
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_ The NEW FORBES Index 
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Aug. Sept. 


102.8 102.4 


Solid line is computed weekly and monthly, using the following ~ 
weighted factors: 
1. How much ore we producing? (FRB index) 
2. How many people are working? (BLS production workers 
3. How intensively are we working? (BLS average weekly hours 
) 
4. How much hard goods are we ordering? (Dept. of Commerce 


Are people spending or saving? (FRB department store sales) 
How much are we building? (private non-farm housing starts) --—-} 
Wheat is the money supply? (net bank deposits plus invest: | 


Factors are adjusted to reflect changing values of the dollar, 


Plotted line for current year is a preliminary weekly figure, and 
may not agree with the revised monthly total shown in tabular 
form. Dotted projection indicates an 8-day estimate based on 
tentative figures, and is subject te revision 
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April May June July Aug. 


(prelim.) 


101.7. 102.9 105.1 105.9 106.6 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 
aoe 


The Human Element 


IN MANY WAYS, companies are like 
people. Just as individuals have dif- 
ferent personalities, some being dy- 
namic, others dull, so corporate man- 
agements differ. Just as ability and 
character vary in people, some be- 
ing dependable, others not, so these 
traits vary in companies. Further- 
more, just as environment plays a 
part in human destinies, so over-all 
conditions influence even the most 
sincere effort to write a corporate suc- 
cess story. Like a rich father-in-law, a 
general trend sometimes adds heroic 
proportions to mediocrity. 

Why do I stress these subtleties? 
Particularly when they’re recognized 
daily in the market place through 
the varying price/earnings ratios ac- 
corded different companies and differ- 
ent industries? For one thing, the 
intangibles spell the difference be- 
tween success and failure in meeting 
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the many chal- 

lenges of our times. 

Secondly, as one 

of my guest col- 

umnists noted last 

month, this has 

been and still is 

a rapidly changing 

world. Thirdly, if 

the basic capabilities are strong 
enough, even a dull background can 
be at least temporarily overcome. 
These points have a practical market 
application. 

It doesn’t require a stretch of the 
imagination to realize that Great Brit- 
ain’s request for admission to the 
already affluent six-nation European 
economic community could have 
widespread repercussions. In spite of 
the fact that Great Britain is our 
largest European customer, we may 
later see increased competition for 


our finished goods. But it also should 
mean higher demand for our 
materials, an even more prosperous 
Europe and more speculative em- 
phasis on American companies with 
plants abroad. 

All of which again brings to mind 
my old favorite Singer Manufacturing 
Co., now selling around 111, paying 
$2.60 and likely to earn $5 a share 
this year. Over half the company’s 
sales are outside the United States 
and Canada, and its plant in Scotland 
is bigger than Singer’s other Euro- 
pean plants combined. Incidentally, 
Singer is experimenting with the de- 
velopment of a general merchandise 
mail order business. The enormous 
number of past and present install- 
ment customers on its books are the 
nucleus. 


raw 


Speaking of opportunities outside 
the United States, I understand bowl- 
ing has taken a vigorous hold in Eu- 
rope, where about 2,500 new lanes 
will be opened this year. Brunswick 
Corp., which I think is a most inter- 
esting speculation around 55, has an 
arrangement with J. Arthur Rank, 
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How to get a genuine 


Royal Riviera Pear” 


absolutely free & without obligation 


for eating purposes 


The free-hand map above, 
not drawn to scale, pinpoints 
the location of our famous 
Bear Creek Orchards, due 
south of the Medford, Oregon 
Municipal Frog Pond. Clip 
this map and carefully pre- 
serve it. All you need do to 
receive one free rare Royal 
Riviera Pear is personally pre- 


sent this map at our orchard office, anytime within the fortnight to come. We 
would, of course, be delighted to ship your free sample pear directly to your 
home or office, but unfortunately lack the proper facilities for so doing. Even so, 
we hope you may consider the trip well worthwhile, not only for the scenic 
beauty to be encountered en route, but for the exotic thrill of actually seeing 
and tasting the R.R. pear itself. Not 1 person in 1000 has ever experienced this 
ecstasy, for these botanical wonders are exceedingly scarce and limited in 
quantity. Moreover, if we undertook a free mail-order sampling program, it 
is highly doubtful if we would have any left to sell, for money. And Harry and 
I do pack these epicurean delights in handsome Christmas gift boxes (which 
we make ourselves on week-ends) for you to send to selected, deserving friends. 
All you need provide is the heretofore mentioned money and we do all the rest, 
even unto including your personal greeting with each gift. (Tell us how to in- 
scribe your name on same.) Needless to say, these swooning, spooning pears are 
never sold in stores (or anywhere else but from Harry and David). We posi- 
tively guarantee perfect delivery and lavish thanks. 


Seine ee aa g Narry and David 
ppd $515 


GIFT NO. 2 
(16-20 Goliath pears) 
GIFT NO. 3 


(20-25 smatier pears) 


Box 3310, Medford, Oregon *© @1961 Had 


JARANTEED 














PHILIP MORRIS 








INCORPORATED 


COMMON STOCK DIVIDEND 
A regular quarterly dividend of 
$0.90 per share on the Com- 
mon Stock of the Company has 
been declared payable October 
16, 1961 to holders of record at 
the close of business on Sep- 


tember 19, 1961 





PREFERRED STOCK DIVIDEND 


A regular quarterly dividend of 
$1.00 per share on the Cumu- 
lative Preferred Stock, 4% 
Series, and a regular quarterly 
dividend of $0.975 per share 
on the Cumulative Preferred 
Stock, 3.90% Series, have been 
declared, both payable on 
November |, 1961 to the 
respective holders of record at 
the close of business on Oc- 
tober Ih, 196! 


JOHN E. COOKMAN, 


Treasurer 


| New York, N.Y., 
| Aug. 30, 1961 
































whose conversion of theaters to alleys 
will result in over 200 lanes in Eng- 
land alone this year. In five years, the 
international market should be as 
large as the domestic market today 
and the domestic situation is much 
better than most people appreciate. 
For example, Brunswick’s pinsetter 
backlog is higher now than it was a 
year ago. Further, Brunswick has a 
particularly big potential in the medi- 
cal supplies field, where its volume 
this year may be almost double that 
of 1959 when the division was ac- 
quired. 

With this year’s earnings potential 
in the $2.75-$3 per share area and 
higher earnings likely in 1962, I think 
Brunswick is going to regain market 
favor. Incidentally, the fact that 
Brunswick itself rather than C.LT. 
Financial Corp. will finance its cus- 
tomers starting next May cou!d even- 
tually add as much as 30c per share 
before taxes to profits. 

Last year, the speculative public 
suddenly awoke to the fact that we had 
more money and more leisure time in 
which to spend it. All this is still true. 
But change can manifest itself in 
many ways. It can occur in styles of 
speculating where, for example, there 
now is growing recognition of the fact 
that the growth record of many banks 
would do credit to an electronics com- 
pany. After all, money is a com- 
modity which banks can merchandise 
the way a department store does 
goods. 

Change also can come via new 
product development, as in the case of 
furfural, a chemical made by Quaker 
Oats Co. (around 82, paying $2 and 
earning about $3.65 per share) which 
Ford Motor now is using in its found- 
ry operations. The Ford foundry 
usage could open up an entirely new 
market for a very small but profitable 
division of the business. Its chief cur- 
rent significance is that Quarker Oats, 
in effect, is getting another squeal out 
of the pig, so to speak. Even more 
important, the proposed merger with 
Burry Biscuit has distinct long-term 
advantages since it will put Quaker 
Oats in the fast-growing biscuit busi- 
ness and enable the company to pro- 
mote new products it has developed 
in the snack food field. Equally inter- 
esting, for the company has always 
had an important stake outside the 
United States, Quaker Oats is a natu- 
ral beneficiary of the fast-growing 
demand for convenience foods in the 
European Common Market countries. 

Just as some seemingly inappro- 
priate people today can be found in 
the best country clubs, so some sur- 
prising names can be found in the 
most sophisticated portfolios. For ex- 

(CONTINUED ON PAGE 72) 
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OIL STOCKS 


Where are the opportunities today? 


After a strong start in the first quarter, 
certain oil companies found their profits 
falling back as a result of a rash of gasoline 
price wars in the second quarter. But the 
companies are fighting back in five specific 
ways. The latest Value Line report re the 
oil industry explains what is happening and 

... Which oil stocks are now in the best 

price position relative to this year’s 
earnings and those in sight 3 to 5 
years from now, 

... which oil stocks should be avoided this 

year. 


The facts behind these projections are 
detailed in Value Line’s newest Report on 
the Oil Stocks which you are invited to send 
for. 


Guest Copies Available 


With the Guest Subscription offered 
below, we will send you—as a Special 
Bonus—Value Line’s new 94-page Report 
on 78 selected stocks in both the Oil and 
Natural Gas Industries. Among the stocks 
analyzed in detail are: 


Amerada Petroleum 

Canadian Oil 
Companies 

Getty Oul 

Kerr-McGee Oil 

Continental Oil 

Equitable Gas 

Cities Service 

Gulf Oil 

Imperial Oil, Ltd. 

Ohio Oil 

Pure Oil 

Skelly Oil 


Sun Oil 

Standard Oil (Calif.) 
Texaco, Inc. 
Tidewater Oil 

Shell Oil 

Sinclair Oil 

Lone Star Gas 
Plymouth Oil 
Richfield Oil 

Royal Dutch 
Standard Oil (N.J.) 
Socony-Mobil 


Moreover, in view of what has just taken place in the 
market as a whole, we will also send you the new Value Line 
Summary of Advices on 1,000 Stocks and 50 Special Situa- 
tions. With this valuable guide, being released this week, you 
can make an immediate check of every leading stock you are 
concerned about, as to its probable Market Performance in 
the next 12 months, its Appreciation Potentiality over the 
next 3 to 5 years, its Quality, and its current Yield based on 


estimated dividend payments in the year ahead. 


And for the special “guest” price of only $5 you will 
receive (a) the next 4 Weekly Editions of the Value Line 
Survey with full page reports on each of 300 additional 
stocks, (b) a new Special Situation Recommendation, (ce) 
four “Especially Recommended Stock-of-the-Week” Re- 
ports, (d) Business and Stock Market Prospects (weekly), 
(e) List of Selected Stocks to Buy and Hold Now (weekly), 
(f) The Value Line Business Forecaster (weekly), (g) 
“What the Mutual Funds Are Buying and Selling,” (h) 
“What Company Officers and Directors Are Buying and 
Selling” (weekly), (i) Weekly Supplements, (j) Four 
Weekly Summary-Indexes including all changes in ranking 
to date of publication, and— 





(k) YOU WILL ALSO RECEIVE AT NO EXTRA 
CHARGE Arnold Bernhard’s new book, “The 
Evaluation of Common Stocks” (regular $3.95 
clothbound edition published by Simon & Schuster). 











To take advantage of this Special Offer, 
fill out and mail coupon below 


Name 





Address 





City Zone State 








Send $5 to Dept. FB-185P 


THE VALUE LINE 


INVESTMENT SURVEY 


Published by ARNOLD BERNHARD & CO., Inc. 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 











Wem, CERMISRTIS 


IDAH 


Why? Because Idaho has fresh air, 
abundant clear water, space and plenty 
of room in which to play, work, build 
and grow. Production is higher because 
workers use their energy on the job in- 
stead of fighting traffic, smog and con- 
gestion .. . and, for a bonus . . . absen- 
teeism and turnover are at a minimum. 


IDAHO WELCOMES INDUSTRY 


For complete information on what Ida- 
ho offers YOUR company write to the 
Idaho State Department of Commerce 
and Development, Room 611C, Capitol 
Building, Boise, Idaho. 


EARN MORE. 


CURRENT ANNUAL RATE 


INSURED SAVINGS 


FREE Savoy Flash Camera for new savings ot $1,000 
or more. (Or send for folder listing other FREE gifts) 


* San Francisco's largest .. . resources over 
$125 million, reserves over $10 million, more than 
double legal requirements * Accounts insured to 
$10,000 by permanent U. S. Government agency, 
Washington, D.C. * Perfect record of withdrawals 
and interest payments since 1885 founding * 
Legal depository for pension and trust funds * 
Funds postmarked by 10th earn from Ist. 


Air postage paid both ways 
Oper your account now — mail check to: 


HOME MUTUAL 
SAVINGS 


Dept. H-20, 120 Kearny Street 
San Francisco, California 


MEMBER FEDERAL HOME LOAN BANK 
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| return as high as 5%. 


Prospecting in Explored 


I RECALL a 1937 article in a financial 
publication entitled, “Prospecting in a 
Five-Year-Old Bull Market.” Right 


| now the investment analyst is pros- 


pecting in a 19-year-old bull market, 
as the big rise in stocks really started 
about the time of the Battle of the 
Coral Sea in 1942. 

I mention this because the analyst 
looking for values obviously is pros- 
pecting in much explored territory, 
trying to locate veins of opportunity 
which have been overlooked or only 
partially mined. The bargains are 
not so numerous as they once were, 
and the bargains usually are not such 
“big” bargains. 

The DJ industrials, for instance, are 
selling at about 24 times indicated 
earnings for the year ended June 30; 
and there are not too many really 
good stocks which offer a dividend 
Investors who 


hesitated some years ago to pay 20 
| times earnings for a real growth stock 
| now are willing to pay 20 times earn- 


for-equities environment 


ings for a conventional issue. Every- 
thing said in this column has to be 
oriented into the present high-price- 
in which 
this generation lives. 

Thus far it has not paid dividends 
to be skeptical. Nor am I one who 
thinks we are going back to the old 
ten-times earnings philosophy. I 


| must say, however, that those who 
| buy stocks today must not expect the 





by L. O. HOOPER 


Territory 


miraculous _per- 

formance they 

have witnessed on 

purchases made 

prior to 1949, or 

even prior to 1958. 

The risks are big- 

ger and the profit 

possibilities are smaller. It behooves 
the stock buyer, and the stock owner, 
to be increasingly critical. 

My hunch is to expect a pretty good 
stock market over the intermediate 
future. To use the most overworked 
word in the financial writer’s lexicon, 
it will be highly “selective” and 
probably increasingly speculative, 
with greater emphasis on high-risk, 
low-priced stocks. On an over-all 
basis, the earnings and business at- 
mosphere will be favorable for stock- 
holders, but there will be nothing 
uniform about it. We are in a highly 
competitive economy with a high pre- 
mium on good management. 

McGraw-Hill Publishing Co. (33), 
down from a high of 43%, appeals to 
me as a growth stock in the publishing 
industry. This company, and Prentice- 
Hall, probably are the two best pub- 
licly owned enterprises in the busi- 
ness. McGraw-Hill offers the best 
established position in what might be 
called technical business publications, 
and a fast-expanding participation in 
textbooks. Earnings should be much 
better in the second half-year, with 
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the acquisition of F.W. Dodge at least | 


partly integrated and with the inevi- 
table seasonal bulge in textbook sales. 
This stock already has made fortunes 
for many stockholders. I would esti- 
mate this year’s earnings at about 
$1.15 a share, and I see no reason why 
growth should not continue at the rate 
of the past few years. 

Beneficial Standard Life Insurance 
(39) is a company which seems to be 


coming out of adolescence into adult- | 
hood. Premiums and working assets | 


are showing a steady and rapid in- 
crease and the company’s insurance 
in force is growing faster than the 
industry’s. Over a period of years, 
this stock should be a good issue to 
hold. When a life insurance com- 
pany gets to about this size, around 
$250 million of insurance in force, 
some $45 million of assets and close 


to $32 million of premium income, it | 


should be able to grow rapidly. 

If you want higher quality and more 
maturity in an insurance stock, I sug- 
gest Travelers Insurance (142) which 
next year will celebrate its 100th an- 
niversary, a logical time to cut a 
melon. Still another better-quality 
life insurance stock which might get 
around to doing something for stock- 
holders sometime in the next 12 
months is Jefferson Standard Life In- 
surance (73). 


Low-priced shares usually are low- | 


quality shares, but that is not always 


the case. Sometimes prices for a | 
stock are low partly because owner- | 


ship is cut up into pieces that are too 
small. Libby, McNeill & Libby (14) 


appeals to me as a low-priced stock of | 
some quality and real promise for one | 


who is willing to exereise a little pa- 
tience if necessary. The management 
has been attempting to make this a 
better and more profitable enterprise, 
and the cycle in the canned goods 


business appears favorable to it. | 
While earnings were only 88c a share | 
in the year ended June 30, 77c a share | 
of this accrued in the final six months | 


of the fiscal period. This compares 


with 57c a share in the first six | 


months of 1960, 7lc a share in the 
same period of 1959 and 52c a share 
in the first half of 1958. The big thing 
about this company is that the man- 
agement really is doing something to 
solve some of its long enduring 
problems. 


Kratter Corp. (24) has sold off a bit | 








When it comes to selling a 
sizable block of stock... 


You would probably prefer a minimum of publicity so that news of 
the offering won't depress the price of the stock, and the transaction 
can be completed as fast and efficiently as possible. 


Many people with sizable holdings are apt to have some familiarity 
with the established techniques, especially the Secondary Distribution 
and the Special Offering, but they are not likely to know much about 
the technique that often is the most efficient. That’s the Exchange Dis- 
tribution, which we find can frequently be used to sell a large block of 
stock at less cost and with greater net return to the seller. 


If you would like to know more about the Exchange Distribution— 
or the Secondary or Special, for that matter—we will be glad to send 
you our new 16-page study “How To Sell a Sizable Block of Stock. 

You'll find it contains information about each of the methods for han- 
dling large blocks to help you decide which is the right technique for you. 

What's more, you'll find fourteen typical examples of Secondaries and 
Exchanges handled by this firm during 1960, Examples showing num- 
ber of shares, price, and gross spreads in dollars that we think you 
might find surprisingly attractive. 

If you'd like a copy, we’d be happy to mail one. But since the supply 
is limited, may we ask that you address your request directly to Joseph 
C. Quinn, Vice President, Sales Division. 


MERRILL LYNCH, 


PIERCE, FENNER & SMITH INC 
MEMBERS NEW YORK STOCK EXCHANGE AND OTHER PRINCIPAL STOCK AND COMMODITY EXCHANGES 
70 PINE STREET, NEW YORK 5, NEW YORK 











This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Shares 
lhe offer is made or b 


Not a New Issue 


633,400 Shares 


The Upjohn Company 


Common Stock 


(par value $1) 


Price $52.50 a Share 


Copies of the Prospectus may be obtained in any State from 


undersigned as may lv fier these Shares tn 


wun ihe securities laws of Sue State 


MORGAN STANLEY & CO. 


THE FIRST BOSTON CORPORATION 


SMITH, BARNEY & CO. 
as a result of calling the preferred cnr Pg 
which is convertible share-for-share 
into common. This offers a good op- 
portunity to buy a stock where, for tax 
purposes, the dividend is regarded as 
a return of capital rather than in- 
come—and to buy it at a concession. 
It is not generally known that Kratter 
(CONTINUED ON PAGE 73) 
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PSTOCK ANALYSIS 


THE | 
AEROSPACE 
INDUSTRY 


This vital industry, producing | 
aircraft, guided missiles, space | 
ships, and their components, | 
is engaged in a tremendous, 
multi-billion dollar national ef- 
fort. To help investors under- 
stand the implications of this 
industry, Goodbody & Co.’s 
latest Monthly Letter reviews 
every significant aspect of aero- 
space and defense. Our Letter 
describes the areas in which the 
billions of dollars of expendi- 
tures for research and develop- 
ment will be directed. 


7 STOCKS RECOMMENDED 


Seven stocks of companies 
engaged in various aspects of 
our space and national defense 
efforts are discussed and recom- 
mended for current purchase. | 

Our Letter also includes a 
continuously-reviewed list of 
over 150 favored stocks in other 
groups, with price, yield, divi- 
dend and 1960 and estimated | 
1961 earnings on each. For your 
free copy of this Letter, now 
available to investors, simply 
mail the coupon below. 


GOODBODY & CO. 


ESTABLISHED 1891 


MEMBERS OF LEADING STOCK 
AND COMMODITY EXCHANGES 


Our 70th Anniversary Year 
2 BROADWAY, NEW YORK 4 
OFFICES IN 40 CITIES 


Please send me without cost your 
Monthly Letter FS-15. Please Print. 


NAME 








Berlin and the Stock 


| THE STRUGGLE over Berlin is about to 


approach the climactic stage at which 


_ events may happen fast. By the time 


this column reaches the reader, we 
may already be confronted by a new 
set of circumstances which could nul- 
lify all previous plans and expecta- 
tions. Nevertheless, our thinking and 
our actions will have to be based on 
certain assumptions, hoping that they 
are sufficiently flexible to cover the 
more probable eventualities. 

Despite the strongly stated deter- 
mination of both sides not to give an 
inch on matters of principle, and de- 
spite the ever-present possibility of 
incidents of a military nature, it is 
unlikely that Berlin will set off the 
ultimate showdown between the two 
forces of the world. Berlin is very im- 
portant to us, and we must realize that 
it is equally important to the Soviets. 
But it is not vital to either side. That 
is why it should and will be settled 
at the conference table. Because our 
nerves are not as strong and because 
the West is not as sure of itself or as 
united in its policies, we will prob- 
ably yield a little more than the Rus- 
sians who at best will agree to a com- 
promise that is not too unpalatable for 
our side. 

One can hardly expect the stock 
market to view this potentially ex- 


| plosive contest with equanimity. There 


will be times when investors will be 
influenced more strongly by the head- 
lines of the day than by the glowing 
prospects of the future. Simple pru- 
dence demands that one be prepared 
for any eventuality, especially one of 
extreme gravity. It would not be 
surprising, therefore, if the market 
should be jittery during this critical 
period. 

Since these developments certainly 
are not unexpected, it should be as- 
sumed that the investor has his house 
in good order. The main question now 
is whether or not to commit existing 
buying power reserves in the event 
that stock prices should suffer a sharp 
setback as a result of sudden panic 
selling. I incline towards an affirma- 
tive answer, basing it on the assump- 
tion that war will be avoided and 
that a fairly extended period of rela- 
tive normality—i.e., the usual cold 
war tension—will ensue. 

What stocks would I buy? First of 
all, I expect that there may be bar- 
gains among German equities. Al- 


| ready at this writing they have suf- 


fered a significant decline, carrying 
German stock index close to 


by HEINZ H. BIEL 


Market 


the 1960-1961 low. 

Yet prices are still 

relatively high and 

many investors, 

both German and 

foreign, may be 

tempted to nail 

down profits. Since 

the German mar- 

ket is narrow, any large scale liquida- 
tion could lead to a major break and 
result in very attractive buying op- 
portunities. I would favor the three 
leading chemical stocks: Badische 
Anilin (66), Farben Bayer (82) and 
Hoechster Farben (69), as well as 
AEG (53), the prominent electrical 
equipment maker. All these stocks 
are available in the American market 
in the form of American Depositary 
Receipts (ADRs) which are bought, 
sold and transferred just like U.S. 
stocks. Siemens (81), another excel- 
lent electrical company, is too closely 
identified with West Berlin to be a 
suitable vehicle for Americans. West 
Berlin as well as Siemens presumably 
will survive the present ordeal phys- 
ically unscathed, but the future is un- 
comfortably precarious. 

Other stocks of the European Com- 
mon Market countries which would 
seem desirable on any appreciable 
further decline from indicated cur- 
rent prices are: 

Houiann: Philips Lamp _ (137) 
Hoogovens (49) and Unilever (101). 

Itaty: Montecatini (34, on NYSE) 
and Olivetti (18%). 

France: Saint Gobain 
Pechiney (69). 

American stocks, of course, will not 
be insensitive to the kind of nervous 
tension that may precede the eventual 
decision to sit down at a conference 
table. When stocks are selling at 
something like 23 times the current 
rate of earnings, the urge to play it 
safe is readily understandable. The 
“odd-lotters” (the smaller investors 
buying less than full 100-share lots) 
have increasingly inclined towards the 
sell side. Usually this is emotional 
rather than “good” selling, and if the 
“little fellow” panics, one should try 
to control one’s natural impulses and 
buy rather than sell. 

Whether or not the month of Sep- 
tember will provide bargain days re- 
mains to be seen. For new purchases 
I would favor: Ford and General Mo- 
tors; Goodrich; North American Avi- 
ation, Republic Aviation and Boeing: 
General Electric, Magnavox, Zenith, 

(CONTINUED ON PAGE 74) 


(11) and 


FORBES, SEPTEMBER 15 1961 





10 SPECIAL SITUATIONS 
TO BUY NOW! 22:52 


WHICH 10 of these 40 STOCKS are the INSIDERS 
Buying? . . . and which 30 are they selling? 





Here are 40 leading stocks. The Insiders—the men who 
know—ARE BUYING JUST 10 and Selling THE OTHER 
30 STOCKS. Can you tell which they’re buying and 
selling? If not send for the INSIDER REPORT with the 
startling facts everyone in the market needs to know. 


ALLIED ARTISTS —— GIMBEL BROS. -— 
ALUMINIUM LTD. —— HERTZ CORP. _-— 
AMERICAN M.A.R.C. —-— HOLT RINEHART -- 
AMERICAN MOTORS —— HOWARD JOHNSON -=— 
AMPEX CORP. —— LAFAYETTE RADIO -- 
ANKEN CHEMICALS —— LING-TEMCO EL-TRON —— 
AVNET ELECTRONICS —-— LITTON INDUSTRIES -— 
BELOCK INSTRUMENT —-— LONE STAR GAS -— 
BOBBIE BROOKS —— KAISER ALUMINUM -— 
BRUNSWICK CORP. —— MICROWAVE ASSOC. -— 
BURLINGTON IND. —— MINERALS & CHEMLS —— 
CITY PRODUCTS —— OLIN MATHIESON -— 
CLARK EQUIPMENT —— PAN AMERICAN AIR -— 
COMMERCIAL SOLV’TS —— PERFECT PHOTO -— 
CORN PRODUCTS —— SAN DIEGO IMPERIAL —— 
ELECTRO-SCIENCE —-— SCHENLEY IND. -- 
EL PASO NATURAL GAS —— SEEMAN BROTHERS -- 
FINANCIAL GENERAL —— SPERRY RAND -— 
FRUEHAUF TRAILER —— TEXAS INSTRUMENTS -- 
GENERAL MOTORS —-— VENDO CO. -_-— 











The Insider Report thoroughly analyzes the fundamental 
outlook for each stock reviewed. In addition, it presents 
the factual information on what the Insiders are doing 
on their own stocks. If you’d like to know the facts that 
have governed astute stock market traders for many years 
(example: Bernard Baruch, one of the great stock market 
speculators of all times, interviewed and appraised Insider 
ability and holdings in any company before he invested 
in it). If you would like to know just what company officials 
think of your favorites . . . you'll get these answers in the 
Insider Report. Probably the best dollar you've ever in- 
vested in the stock market—the Insider Report, including 
a full investigation and discussion of 10 stocks the Insiders 
are buying right now! 

If it isn’t the best dollar you’ve ever invested in the 
market, Rodger Bridwell and Staff of the Insider will gladly 
refund your money. 

If the Insider Report is what you've been looking for, 
it will be the piece of mail you await most eagerly, every 
other Monday. We don’t claim the Insider Report alone 
assures you of profitable investments but our subscribers 
use the Insider Report information to finalize their decisions. 

Now look at the clues above! They'll give you a hint 
on the 10 Stocks the INSIDERS ARE BUYING NOW. You'll 
see many of these stocks listed by “financial experts” as 
GROWTH STOCKS. But to the INSIDERS—the men who 
know each of these stocks best—only 10 are INSIDERS 
STOCKS TO BUY NOW. 


Stock 1: A buy in 15-16 range. Has $10.5 million in cash 
ready for acquisition. 

Stock 2: Sales of this Insider Buy at 18-19 have moved 
up steadily from $4.7 million to $7.0 million (E). Earnings, and 
Dividends too. Profit margin may take a fantastic jump. 
Stock 3: In past year INSIDERS HAVE BOUGHT 41,464 
SHARES. Has paid dividends for 66 years. 

Stock 4: These INSIDERS know their business. One $6,000. 
investment is now quoted at $870,000.00. You can join them 
at 34-35. 

Stock 5: Management owns a tidy 62% of this leading 
company in a top growth industry. Profits have risen 22.5% 
a year over the past decade. 

Stock 6: One INSIDER owns 51%. A “GO COMPANY” 
that says our estimates of $5. earnings are conservative. 
Stock 7: Recession didn’t dent the area where this INSIDER 
UTILITY STOCK holds forth. Plans are afloat to list shares 
NYSE in near future. 

Stock 8: INSIDERS ARE BUYING—EARNINGS ARE AT REC- 
ORD RATE—MANAGEMENT SAYS EARNINGS CAN DOUBLE 
IN COMING YEAR. A listing on NYSE is “in the works.” 
Stock 9: THIS STOCK HAS RISEN 63% since the Report 
first started calling attention to INSIDER ACTIVITY. You can 
still make an INSIDER BUY under 30. 

Stock 10: This is a leading electronic-defense issue which 
the Insiders are steadily accumulating. No wonder! Earnings 
may more than double this year. A buy at 30. 


SEND $1 FOR THRE 


YOUR COPY OF 


INSIDER 
REPORT 


Bridwell & Co., Box 5067, Stanford, Palo Alto, Calif., Dept. C14 


Including supervised 12 Insider stocks investment 
account 

Plus— 

12 Insider stocks speculative account 

Plus— 

Current listings of stocks Insiders have been quietly 
buying for a year or more 

Plus— 

Special study of 10 Insider stocks to buy now 


(For new subscribers only) 


, . 
| Bridwell & Co. P.0. Bex S067, Stanford, 


Palo Alto, Calif., Dept. C14 
1 enclose $1.00 for current copy of the “Insider Report’’ with “10 Stocks 
Insiders ore Buying.” 


Name 





Address 











4”2% Interest 


with Insured Safety! 


* 4%4% a year (current annual rate). 

* Interest paid or compounded quarterly. 

* Accounts insured te $10,000 by the Federal 
Savings and Lean Insurance Corporation, a 
permanent agency of the U.S. Government. 
Full FSLIC coverage available on 
almost any amount (through a series of 
multiple or trust accounts). 

Savings protected by Great Western's 
$400,000,000 in assets. 

Savings postmarked by the 10th earn 
interest from the Ist. 


GREAT WESTERN SAVINGS | | 


Association 
H. B. Frost, National ‘Dept P.O. Box 54174, | 
Terminal Annex, Los Angeles 54, Calif. 


{] Please open my ot bd Account at Great | 
Western Savings. | enclose check, [) money | 
order in the amount of $ 


lO Please send me your comprehensive savings 
brochure, ‘‘You and Your Money.” 


NAME__ 
I tancinepnticiinene 
city — * 
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A WORKBOOK FOR THE 
STOCK MARKET TECHNICIAN 


We have just compiled a new unique record 
book entitled “A Work Book For the Stock 
Market Technician’’ which is used for recording 
the necessary technical data pertaining to the 
following 


@ Breadth of the Market 
Advance-Decline Indexes 
High-Low Indexes 
@ Odd-Lot Trading 
Balance Index 
Short Sales index 
@ Populer Averages 
Dow-Jones 
Standard & Poor's 
American Stock Exchange 
® Volume 
® Average Price of 10 
Most Active Stocks 
This Work Book also contains six months back 
data and instructions on the use and interpreta- 
tion of technical material. We will send you your 
Work Book by return mail when you send this 
od with $2.00 to Dept. F-31. 


CHARTCRAFT, INC. 


1 West Avenue Larchmont, N. Y. 














The Interim Technical Review 


yrough Chonghetue appraisals of current & an 

ate ipated stock trends, using well-rounded approach te 

electivity & careful timing, intended for 

sion nal & sophisticated private investors & specu 

s. Mlustrated with classie Point & Figure charts 

e monthly. By subscription, moderate cost. Com- 
plimentary to active brokerage clients 


REND WOLFE & Co. 
Members N Y. Stock Exchange 
- Dept. F-10. 72 Wall St., N. ¥.5 


We factually measure the effect of 


BARING POWER s SELLING PRESSURE 


in the Stock Market! - 

Send $1 for latest Report F or $5 for month’s 
trial on prompt refund basis if not satisfied. 
LOWRY’S REPORTS, Inc. 
Established 1938 
20 PARK AVE., NEW YORK 13, N. Y. 
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| problem will be to 


How To Catch a Trend 


OncE you have managed to orient 
yourself within the framework of 
stock price trends that I described 
in the last issue, your next serious 
recognize a 
worthwhile new trend as early as 
possible. Naturally, until a new trend 
is no longer new, any approach to 
solving this problem must be thor- 
oughly speculative. That is to say, 
you'll have to guess. But up to a 
point you can do your guessing on 
rational grounds. 

On the chart reproduced below, 
you will have noted (perhaps with 
some dismay) a considerable num- 
ber of dashed straight lines, plotted 


| across extreme points in several price 


movements. The solid lines indicating 
price movements, to review the chart, 
cover three varying time spans. Line 
A consists of hourly values of the 
Dow-Jones industrials for the 13 
trading days from July 31 to Aug. 16, 
1961. Line B plots the DJI’s daily 
closing prices from May 1 through 
August 16. Line C shows the weekly 
DJI closing prices from Jan. 2, 1959 
through Aug. 11, 1961. 

The dashed lines known among 
technicians as “trend lines,” are a 
simple and effective means for mak- 
ing changes in existing trends clearly 
apparent. 

Their rationale is intimately re- 
lated to the three-leg and five-leg 
system of trend definition which we 
discussed in the last issue. You will 
recall that, as a rule, it takes at least 
three legs (price swings) to make a 
price trend of any size category opti- 
cally distinct. Between its beginning 


by JOHN W. SCHULZ 


(Part 2) 


and ending, a 

three-legged trend 

has one extreme 

pointing in one di- 

rection and sepa- 

rating two ex- 

tremes in the op- 

posite direction. A 

trend line running 

tangent to the latter pair of extremes 
can function as a valid definition of 
this specific trend’s dominant direction 
and approximate rate of change. 

A five-legged trend, as you can 
see on our chart (e.g., trend c in line 
B), quite naturally sports two pairs of 
extremes—one pair in each direction. 
If the trend continues at the same rate 
of change, it will sooner or later 
produce one or more fresh contacts 
with the trend line that can be pro- 
jected from at least one pair of its 
initial extremes. It should be obvious 
that a trend line with three or more 
points of contact is a more authorita- 
tive definition of a given trend than 
one with only two points of contact. 
But that does not necessarily diminish 
the usefulness of the two-contact line. 

What you should bear in mind, i 
you want to avoid a purely mecha- 
nistic attitude toward the subject, is 
that most trends can be thought of 
as ending in some sort of climactic 
spurt. This may be barely noticeable 
in the smaller-scale trends, but it 
can make headlines at major-trend 
extremes. Even by dictionary defini- 
tion, so to speak, the final entry in a 
trend is its climax. It should be clear, 
therefore, that a price swing beyond 
the range of prior trend extremes can 
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be prompted only by some considera- 
tion warranting a departure to a new 
range of trend extremes. That is to 
say, a price movement across a di- 
agonal trend line reflects a shift in 
market sentiment toward more or 
less aggressive attitudes, depending 
on the direction of the “penetration.” 
When the shift is sharp or persistent 
enough, it can produce a reversal of 
the prior trend instead of merely a 
temporary acceleration or decelera- 
tion. 

The concept of trend-line pene- 
tration is analogous to the perhaps 
more familiar “breakout” from lateral 
trading ranges. There is, of course, no 
intrinsic difference between a lateral 
trend and a trading range tilted 
diagonally. 

In other words, penetration of a 
trend line tells you to be on the 
alert for new departures, but don’t 
jump to conclusions until you have 
accumulated a great deal of experi- 
ence in trend-line analysis. To start 
with, treat them simply as additional 
technical evidence. 

In any event, you should never for- 
get that no trend is permanent. That 
means all trend lines exist to be 
‘penetrated, ultimately. The fact that 
a given line is solidly established by 
three or more points of contact is 
fine; but, as a rule, its life expect- 
ancy shrinks as the number of con- 
tacts grows. It could hardly be dif- 
ferent. 

One aspect of stock trend lines, 
usually considered quite remarkable, 
is their tendency to emerge as paral- 
lels plotted across opposite sets of 
swing extremes. These characteris- 
tic trend “channels” can be attributed 
to the fact that in a well-organized 
market the movement of prices is not 
only continuous but coherent as well. 
Again, this can be demonstrated by 
reference to detailed price develop- 
ment. For example, even in the sub- 
minor trends (e.g., b-c, c-d) of line 
A on our chart, neither the upside 
nor the downside extremes are lo- 
cated on widely differing price levels. 
In the larger trend categories, too, 
swing extremes tend to occur within 
proportionately limited ranges. 

Among other things, no doubt, this 
“phenomenon” can be attributed to 
the specialist system under which our 
major exchanges function. This sys- 
tem tends to keep the spread between 
bid and asked prices as small as prac- 
ticable and aims to prevent abrupt, 
drastic and erratic price movements. 
In other markets, normal competitive 
pressures ordinarily achieve a similar 
effect. So it is not difficult to accept 
the notion of price trends evolving 
within rather stable bands or ranges. 
Nor should it be surprising that this 
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orderliness should often produce par- 
allel trend lines. Because they are 
both frequent and rational, parallels 
can be projected tentatively to ap- 
praise the possible extent of future 
price swings within a given observed 
trend. Channel V, plotted for the 
current major uptrend of the Dow- 
Jones industrials on line C, would be 
a typical example. 

Another instance can be observed 
in Line A (DJI hourly), where trend 
lines c-e and d-h run parallel and 
define most of the minor-trend phase 
running from b to i. The progressive 
failure of the sub-minor uptrends f-g 


and h-i to approach upper parallel | 


c-e reflected an obvious weakening of 
the minor uptrend. You can also see 
that downtrend i-j, once it had pene- 
trated the lower uptrend parallel 
(d-h), proceeded to levels under the 
two preceding reaction lows (f and h). 
This disrupted the sequence of rising 
reaction lows that is characteristic of 
an uptrend and thereby amounted to 
a reversal of at least minor uptrend 
d-i. In other words, penetration of 
the lower uptrend parallel first pro- 
duced an additional deceleration of 
the advance and then its reversal— 
a quite typical, but not necessarily 
inevitable, sequence of events. 

In a larger trend perspective, pene- 
tration of the major downtrend line 
(IV) in C proved to be similarly 
significant. It was well defined by 
three intermediate-trend extremes, 
and its disruption by uptrend V sug- 
gested the emergence of a new major 
uptrend, subsequently confirmed by 
an advance beyond the peak of inter- 
mediate uptrend d. 

Lately it has again become fash- 
ionable to rely on penetration of 
moving-average lines as “signals” of 
trend reversal. In case you don’t 
know, a moving average line results 
from a simple arithmetical calcula- 
tion. To construct and maintain, say, 
a 40-week moving average (rough- 
ly equivalent to the popular 200-day 
moving average), total the last 40 
weekly closing values of a stock or 
of an average and divide by 40; next 
week, add the new closing price and 
drop off the first value in the original 
40-week total, then divide again by 
40, and so on. For each week, the 
resulting average value is usually 
plotted on the same vertical time di- 
vision of the chart where the last 
actual price entry is made (instead of 
being centered between the 20th and 
21st weeks). 

The dotted line added to line C on 
our chart is just such a 40-week 
moving average of the weekly DJI. 
As you can see, uptrend V pene- 
trated the moving average line at the 

(CONTINUED ON PAGE 72) 
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If you would like to take advantage of 
opportunities for capital gains in TODAY'S 
Stock Market, and your financial circum 
stances permit, Babson’s can be of great 
help to you 


Through 5 Booms, 5 Panics, 2 World Wars 
and 14 Administrations Babson's has 
protected and profitably served hundreds 
of thousands of investors. 


We believe we have spent more money 
seeking stocks which Make Money Grow 
for clients than any other Advisory Service 


Our 56 years of continuous service under 
one management is unmatched in the 
investment advisory field. 


We will be pleased to show you how we 
can help YOU to Build Capital, Protect 
Principal and Provide Income. Simply 
send us your: 


NAME 





ADDRESS 





BABSON’S 
REPORTS Inc. 


Wellesley Hills 81, Mass. DEPT. F-127 


“The Onigenal Babson Systion. 





PLANT LOCATION 
SERVICES 


Northern's location staff analyzes all 
important factors—sites, sources of 
supply, markets, power and fuel, finan- 
cing sources, community environment— 
all tailored to your needs. For these free 
services to help you select the most 
profitable location: 


ASK THE MAN 
FROM THE 
NORTHERN 


PLAINS — \ 
NORTHERN NATURAL GAS COMPANY 


SERVING THE NORTHERN PLAINS () GENERAL OFFICES: OMAHA, NEBRASKA 








WHY WALL STREET 
JOURNAL READERS 
LIVE BETTER 


By a Subscriber 


I work in a large city. Over a period 
of time I noticed that men who read 
The Wall Street Journal are better 
dressed, drive better cars, have better 
homes, and eat in better restaurants. 

I said to myself, “Which came first, 
the hen or the egg? Do they read The 
Journal because they have more money, 
or do they have more money because 
they read The Journal ?” 

I started asking discreet questions. 
I found that men who are well off have to 
have the information in The Journal. 
And average fellows like me can win 
advancement and increased incomes by 
reading The Journal. 

This story is typical. The Journal is 
a wonderiul aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in seven cities 
irom coast to coast 

The Wall Street Journal has the largest 
staff of writers on business and finance 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill vou. 
Address: The Wall Street Journal, 44 
Broad St., New York 4,N. Y. FM9-15 











| times, 


MARKET PERSPECTIVE 


by ELMER M. SHANKLAND 


Growth Stocks for Retirement 


Many readers are doubtless familiar 
with the old stereotyped retirement 
formula—the advertisement promising 
luxurious retirement, complete with 
country club living and Caribbean 
cruises, all on $200 per month. This 
now-classic illustration of the eroding 
effects of inflation points up the haz- 
ards which attend the formulation of 
retirement programs completely upon 
fixed-dollar bases. While a_ well- 
rounded retirement plan should have 
a foundation of guaranteed income in 
fixed dollars, for a large body of re- 
tirees this will be provided by pay- 
ments under Social Security. 

The economic environment through 
which we will pass on our way to 
retirement will, without doubt, be 
characterized by such phenomena as 
high taxes and “creeping inflation” on 
the one hand, and continued national 
growth on the other. Within this 
framework, probably the most sensible 
approach to portfolio-building for re- 
tirement purposes is through the use 
of growth stocks. 

This term—“growth stock”—has be- 
come, perhaps, one of the foremost 
investment clichés of our time. Ex- 
actly what is a growth stock? How 
can the investor distinguish between 
a true growth stock and the many 
thousands of other stocks vying for his 
attention? How can a growth stock be 
fitted into the retirement program? 

Specifically, a growth stock is gen- 
erally regarded as an equity whose 
rate of gain—with respect to sales, 
earnings and dividends—can be ex- 
pected to outpace both general eco- 
nomic growth and the rate of gain of 
the average stock issue as_ well. 

Choosing a growth stock requires a 
high degree of selectivity. Merely es- 
tablishing a particular industry as a 
growth industry and then selecting at 
random from within that group will 
hardly suffice. Because a company is a 
participant in a growth industry does 
not necessarily label its stock as a 
growth stock. 

The hallmarks of a bona fide growth 
stock are fairly easy to discern. Prob- 
ably the foremost would be an alert, 
aggressive management, with the 
ability not only to adapt to changing 
but also to create markets 
through technology and product de- 
velopment. Another important cri- 
terion in the evaluation of a growth 
stock is the willingness of the com- 
pany to plow its profits back into the 


business in order to finance its re- 


search programs, 

its capital expan- 

sion and its ac- 

quisitions. This 

earnings plow- 

back not. only 

broadens _ the 

earnings base, but 

it also represents a deferral of income 
into the future. The accompanying 
table graphically illustrates this ad- 
vantage. 


May Dept. 
Stores 
$3.28 
3.09 
3.46 


Minn. Mining 
Earnings & Mfg. 
$1.38 
0.77 
0.42 

Dividends 
1960 
1956 
1950 


Average Yield 
1960 


4. 
1956 5. 
1950 3. 
5. 
8 


$0.58 
0.32% 
0.13 


° 
° 


Current Yield on 1956 
Average Price 


Current Yield on 1950 
Average Price 


0.8 
1.5 
2.6 
2.8 


] % % 


4% 11.7% 


In other words, while May Depart- 
ment stores (an attractive income 
stock) advanced its dividend by 46.6“; 
during the 1950-60 decade, Minnesota 
Mining & Mfg. (a favorite growth 
stock) increased its dividend fully 
346.1°.. Moreover, on the 1950 median 
price for the stock, MMM now yields 
11.6°, from the current dividend, while 
May Department Stores yields 8.5°, 
on the same basis. It is this character- 
istic of growth stocks which makes 
them such desirable building blocks 
for retirement. While May Depart- 
ment Stores’ mean price for one 
share of stock rose in this period from 
26 to 48, MMM soared from 5 to 71; 
thus, the estate-building feature of 
growth stocks is an additional plus 
factor. Also not to be ignored is the 
fact that an important tax advantage 
accrues from the income deferral as- 
pect. The growth stock’s relatively 
low rate of income return comes dur- 
ing the investor’s most productive 
period—during a time of high earnings 
capability and the attendant high level 
of tax vulnerability. 

As has been noted, the growth com- 
pany generally finances its expansion 
internally—through retained earnings, 
depreciation and depletion. In other 
words, the shareholder’s equity is en- 
hanced by the fruitful utilization of 
corporate funds. 

(CONTINUED ON PAGE 75) 
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BRILLIANT NEW BOOK EXPLAINS HOW WARRANTS & 
CONVERTIBLES CAN BE BIG PROFIT MAKERS IN BULL 
OR BEAR MARKETS—reveals how “Controlled Risk’’ 
Market Techniques could help you gain surprising 
rewards with limited capital 


“Increase Your Investment Profits with 
Warrants and Convertibles,” by Richard 
Whiting, answers such questions as: 


e What are warrants and convertibles? Why are they perhaps 
the most dynamic profit vehicles in the market today? 


e How can they give you maximum capital gains mileage from 
your investment dollars . . . increase your chances for profit in 
any kind of market? 

e What rules should you always follow in selecting warrants 
and convertibles? When should you buy? 

e Should warrants be branded “rash speculations’ when they 
can frequently involve less risk than common stocks? 

e What about profit multiplying leverage? What are the most 
highly leveraged components of the entire securities market? 

e What are the market hedging techniques used so successfully 
by astute professionals? How do they work? 

e What are the secrets of margin trading? How can you make 
other people’s money work for you? Can you really multiply 
your buying power four and five times through convertibles? 


ONLY $3 on 
NO-RISK OFFER 
See coupon below 


EXPLODES THE MYTH ABOUT 
WARRANTS AND 
CONVERTIBLES 
This remarkable new book once and for all ex- 
plodes the myth that warrants are “too speculative” 
. that convertible bonds and convertible pre- 
ferreds are “‘too expensive” for most investors. It 
uses dramatic recent examples and point-by-point 
explanations of practical market trading techniques 
to prove that warrants and convertibles not only 
deserve but demand the active attention of every 
investor who wants to maximize his capital gains 
potential—and at the same time hold risks to a 
minimum. 


Here are sample chapters 
covered in this book: 


e LEVERAGE 
¢ MARGIN CALLS 


« THE “IDEAL” INVESTMENT 
« OPPORTUNITIES IN NEW ISSUES ° 


WHY THIS BOOK IS MUST 
READING FOR INVESTORS 
“Increase Your Investment Profits with Warrants 
and Convertibles” tells about warrant opportuni- 
ties which showed many times the appreciation of 
the common stock, yet involved no greater—and 
very likely less—risk. Major convertible issues 
which offered safety and yield plus outstanding 
capital gains potential. ‘Controlled risk” trading 
techniques of convertible hedges which could 
result in profits whether the market went up or 
down. The book reveals, too, that there are an 
increasing number of actively-traded warrants and 
convertibles now available. They range from the 
bluest of the blue chips . . . to the hottest space age 
newcomers. A leader in the dynamic “shell home”’ 
industry just issued warrants—and a recent con- 
vertible bond represents a call on one of America’s 
most promising restaurant chains. 


IT OBSOLETES 
EVERY OTHER 
PUBLICATION 
IN THIS AREA! 


Packed with fresh in- 
sights . . . Point-by- 
point market techniques 
.. » Detailed recent case 
histories with charts 
Full statistical data on 
100 active Warrants 
and 200 leading Con- 
vertibles 





Author Is Well Known 
Investment Authority 


Richard Whiting, a recognized Wall 
Street investment analyst, has al- 
ready written one of the most 
widely read books on Puts and Calls. 
He is the Editor of The WARRANT- 
CONVERTIBLE COMPASS, an Invest- 
ment Advisory Service which keeps 
hundreds of these special securities 
under continuous review and selects 
weekly the most promising situations 
for immediate investment action. 








YOUR BLUEPRINT FOR 
PROFIT ACTION 

You'll get valuable information and ideas about 
warrants and convertibles in this book—which is 
fully objective about risks as well as potentials 
You'll discover what the “mathematics of success” 
are in these remarkable investments. And not only 
find out how to select the right warrants and con- 
vertibles . . . but how to buy and sell for greatest 
possible profits at least possible risk. How to 
establish and finance highly-flexible “risk proof” 
hedge positions. How to use margin accounts. How 
to sell warrants short. Why warrants can move up 
faster in a recovery from a bear market. How to 
benefit from the example of fully-detailed case 
histories. How to watch for “bargain basement” 
prices in convertibles. How to look for future profit 
opportunities. 


« TAX BREAKS 
“AN $8 MILLION KILLING” 








Some Current Convertibles 


LOOK AT THE RANGE OF HIGH PROFIT POTENTIAL WARRANTS 
AND CONVERTIBLES NOW AVAILABLE (Just a partial listing) 


4 
I 
I 
I 
' 


RUSH THIS COUPON TODAY WITH $3 


1 
1 
i 
I 
J 





Warrants 


Investing and Management Compass, Inc. 


Dept. F-1 


Amer. Airlines 


American Optical 
Amer. Tel. & Tel. 
Atlantic Refining 
Automatic Canteen 
Avco Mfg. 

Avnet Electronics 
Bausch & Lomb 
Bethlehem Steel 


ng 
Brunswick Corp. 
Burlington Ind. 
Burroughs Corp. 
Canada 
Tenco Instruments 
Cerro Corp. 
Chance Vought 
Chock Full O’ Nuts 
Crowell-Collier 
Douglas Aircraft 





Am. Machine & Fdry. 


Dow Chemical 

El Paso Nat. Gas 
Food Fair Stores 
FPruehauf Trailer 
General Development 
General Telephone 
W. R. Grace 

Grand Union 
Hercules Powder 


is 


Intl. Minerals & Chem. 


Intl. Silver 

Intl. Tel. & Tel. 
Kaiser Aluminum 
Kawecki Chemical 
Lionel Corp. 
Lockheed Aircraft 
R. H. M 

Miles Labs. 
Minn. Honeywell 


NAFI Corp. 
National Airlines 
Northrop 

Olin Mathieson 
Owens Corning 


PanAmericanAirways 


Philco 

Phillips Petroleum 

Reynolds Metals 

Royal McBee 

Schenley Industries 

Schering Corp. 

Scott Paper 

Seeburg Corp. 

Sinelair Oil 

Smith Corona 

Spiegel Inc. 

U.S. Industries 

Union Oil Calif. 
“endo 

Xerox 


Alleghany Corp. 
Armour & Co. 
Atlas Corp. 
Chadbourn Gotham 
Coastal States Gas 
General Tire 
Hilton Hotels 
Kerr-McGee 
Mack Trucks 
Martin Company 
McCrory Corp. 


Molybdenum Corp. 


Pact ‘fie Petroleums 


Tertron Inc. 


Trans World Airlines 


Tri-Continental 
United Airlines 
Jim Walter Corp. 








413 Franklin National Bank Building 
Garden City, New York 


Please rush me Richard Whiting’s new book, ‘Increase Your 
Investment Profits with Warrants and Convertibles’’ and, at no 
extra cost, full statistical data on 100 active warrants and 200 
leading convertibles. I enclose $3. I understand that if I am not 
completely satisfied I may return the book for a full refund 
within 30 days. 


Name 
Address 


Zone State 


City 
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gets you 
Reliable 
Advice 


‘20 


SINCE JANUARY 1960 WE HAVE | 


RECOMMENDED ONLY 9 STOCKS" 


Brush Beryllium @ 29 
Philips’ Lamps @ 101 
\. C. Nielsen (@ 26 now 5914 
Manpower, Inc @ 391, sold 511% 
Sanborn Co. (@ 53 sold 63 
C-E-I-R @ 27 

Nuclear Materials @ 65 
Sterilon Corp @ 241, 
Restaurant 15t, 


now 44 
13714 


now 


now 46 


now 84 
now 253, 


Assoc (a now 


Since our recommendation, 3 of these stocks 
have been bought heavily by Mutual Funds 
and 3 have split 
The REPORT intends to confine its recom- 
mendations to a limited number of unique 
Special Situations where prospects for sub- 
stantio! capital gains appear greatest. We 
recommend when to buy—and, equally im- 
portant—when fo sell. 
Thanks to the spectacular profits indicated 
above, the REPORTS have attracted a large 
following among brokers as well as indi- 
vidual investors 
For an annual subscription (12 monthly 
issues )—plus the current recommendation, plus 3 
additional supplementary follow-up recommenda- 
tions—simply mail the coupon 


THE LAZARUS REPORT 

370 Lexington Avenue, N. Y. 17, N. Y 
Enter my subscription for one yea 
Enclosed $20 Bill me 
Name 
Street 
City 
“current prices 9/1/61 


a 


State 





Ty. ROWE PRICE 
CROWTH STOCK 
FUND, INC. 


(FW) @ALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 
REDEMPTION PRICE: Net asset value 
less 1%. 
Prospectus on request 


Dept. B 








10 Light Street Baltimore 2, Md. 





Investments 
Geared to 
America’s Growth 


JOHNSTON MUTUAL 
FUND Ine. 


No sales charge or commission 

No redemption charge 

No binding contracts 

You buy or redeem shares at 

net asset value 

Accumulation Plan available 
Prospectus upon request 

The Johnston Mutual Fund tnc. 
230 Park Ave., Dept. F, N.Y. 17, N.Y 
ORegon 93-2700 





THE FUNDS 


New Kind of Fund: 


SHORT CIRCUITING 
THE TAX COLLECTOR 


OF ALL the phrases in the modern in- 
vestor’s vocabulary, “tax-free” ought 
to be one of the most seductive. To 
most people, a taxable dollar is worth 
only 80 cents in take home pay—and 
for many others it is worth only 70c, 
50c or even 10c, depending on the 
tax bracket. But a tax-free dollar is 
worth 100c, whoever the taxpayer. 

One of the few sources of genuinely 
tax-free income left in our highly 
taxed society is interest from bonds 
issued by state and local governments 
or by the public authorities created 
by them. In the trade these are 
known as “municipal” _ bonds.’ 
Shrewd well-heeled investors have 
long used them: close to 40% of the 
$70 billion of such debt outstanding is 
held by individuals rather than by 
the institutions which hold the bulk 
of other debt securities. 

But among the generality of inves- 
tors, tax-exempt bonds are not so 
widely appreciated. Partly this is 
due to the great fad for common 
stocks and capital gains which has 
infected all classes of investors. It is 
also due to a more simple reason: 
information and advice on tax-ex- 
empts has not been so widely dis- 
seminated as that for stocks. Neither 
has meaningful diversification and 
spread of risk been available in tax 
exempt form to any but the really 
good-sized portfolio. 

Logical Solution. A logical solution 
would have been the creation of mu- 
tual funds to invest in tax-exempt 
bonds. But this was not possible in 
the ordinary way; when the fund 
passed its income to stockholders the 
interest legally became dividends and 
so was fully taxable. So far Congress 
has refused to pass the legislation 
necessary to enable mutual funds to 
funnel tax-exempt income through to 
their stockholders. 

A partial way out has, however, 
been devised. Two investment houses 
have put together unit trusts made 
up of tax-exempt securities. These 
trusts are fixed bundles of bonds. 
Such a setup lacks some of the flexi- 
bility of a true mutual fund: it can- 
not, for example, switch its assets 
from one bond to another. But it 
does provide a way to pass on the 
tax exemption and to give the ordi- 


*Interest from municipal bonds need not 
even be reported on federal tax returns. It 
is also free, in most states, from state income 
tax in the state of issue 


nary investor a chance to share in 
the benefits of tax exemption through 
the medium of professional manage- 
ment. Such trusts are, like all mu- 
tual funds, redeemable at net asset 
value on demand. 

So the sponsors have high hopes for 
their funds. The first to get under- 
way was Ira Haupt & Co., a promo- 
tion-minded Big Board member firm, 
which offered its $10-million Munici- 
pal Investment Trust Fund. For a 
minimum investment of just over 
$1,000 an investor can get a tax-free 
yield of around 4% from Haupt’s 
package of 51 different issues. John 
Nuveen & Co., the highly respected 
Chicago municipal bond house, came 
out a bit later with its own Tax 
Exempt Bond Fund. The same size 
as Haupt’s fund, Nuveen’s also pays 
4°. or so. To get these relatively 
high yields, both managers have con- 
centrated on longer-term  bonds- 
those maturing between 1975 and 
2000. 

What Happens? A few questions 
naturally arise about these new funds 
For example, how expensive are they 
to buy? They are fairly cheap by 
mutual fund standards. The Nuveen 
loading charge is 442°,, the annual 
operating fee averages just 0.10% 

What happens to the investment in 
long-term bonds if inflation continues 
to eat away at the purchasing powe1 
of the dollar? Obviously, like all 
fixed investments, these bond funds 
are vulnerable on this score. Coun- 
tering this, however, is the fact that 
well-selected municipal bonds offe: 
all but perfect safety. 

“After all,” points out President 
Chester W. Laing of John Nuveen, “if 
you're investing in stocks, the tor. 
tunes of an individual company can 
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change a great deal. But these mu- 
nicipals are second in safety to the 
U.S. Government itself.” Tax-ex- 
empts, in short, are clearly no sub- 
stitute for growth stocks. They are, 
however, a far superior supplement 
to common stocks than are, say, most 
corporation or federal bonds. 

What would happen to income and 
original investment _ if municipal 
bonds were to lose their tax “exemp- 
tion? Actually, the risk is small in- 
deed. “I'd say it’s most unlikely,’ 
declares Laing. “It would méan a 
change in the Constitution, and any- 
way, such a change would hardly be 
retroactive. Also,” adds he, “there is 
the political argument, if you will. 
Such a thing would be an anathema 
to state and public officials—and 
that’s where the votes are.” 


The No-Loads: 
INTO THE BIG LEAGUE 


For ALL their popularity with the 
persistent investor who runs them to 
earth, the nation’s no-load funds—no 
sales charge, no salesmen, little or no 
advertising—have always been the 
small fry of the mutual fund industry. 

Last month, though, the biggest and 
one of the oldest of the no-loads, 
Loomis-Sayles Mutual Fund, gradu- 
ated into the big league. On August 
22, its total net assets inched past the 
$100-million mark for the first time 
since it was launched in 1929. 

The fund’s growth, feels President 
Maurice Freeman, goes to show that 
more and more investors are learning 
that the standard 842% sales charge 
can be side-stepped. “We see in the 
enquiries coming in,” says he, “that 
people nowadays are beginning to 
stir themselves to do their own shop- 
ping instead of waiting to be sold.” 


Competition: 
FUNDS FOR REALTY 

YET ANOTHER source of competition 
with the mutual funds for the invest- 
ment dollar, the real estate investment 
trusts, are coming into their own. 
Since last September’s passage of an 
act eliminating double taxation for 
such funds, no fewer than 22 new real 
estate trusts have filed with the SEC, 
with a total in public stock offerings 
of well over $200 million. 

Says Robert M. Burr of the Nation- 
al Association of Real Estate Invest- 
ment Trusts: “These funds afford bet- 
ter opportunities to invest in real 
estate. In the past, it hasn’t been 
easy: syndication usually meant a 
minimum investment of $2,500—and 
this was pretty tough for small 
investors.” 
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price.) . 


Each issue of FINANCIAL Wortp since 1902 has been devoted exclusively to the 
crucial areas of investment information and guidance. You get: Detailed reports 
on selected issues; Special company and industry surveys; Supervised groups of 
issues selected for every investment goal; Specially timed studies of stocks for 
action now. You get facts interpreted to enable you to recognize AcTuAL Stock 
VALUEs as well as significant Trenps—often far in advance. You get the benefit 
of 59 years of successful experience in serving investors—in every kind of market. 


Your $20 Brings You . 
52 Weekly Issues of 
FINANCIAL WORLD 


PLUS these ADDED SERVICES 
at no added cost: 


EACH MONTH for 12 months a supplement 
of INDEPENDENT APPRAISALS of up to 1,800 
listed stocks, detailed digests of prices, 
earnings, dividends—pius our own Rat- 
INGs of investment value. (Similar guides 
cost up to $24 a year.) 


“STOCK FACTOGRAPH MANUAL'’—the, NEW 
328-page indexed review giving 56,000 per- 
tinent facts that highlight the good and 
bad points of 2,050 companies and their 
securities. A ready reference of indispens- 
able value. (Available separately at $5.) 


FREE... iF YOU ACT NOW! 


You will also receive with your subscrip- 
tion the 72-page handbook to profits 
“Your Step-by-Step Guide to Investment 
Success” containing 34 chapters on what 
you need to know to be successful and 
stay successful. 


YOU RISK NOTHING 


If this sounds like $20 that will increase 
your income, improve your portfolio and 
assure investment success just return 
the coupon with your chegk. (A 6 months 
trial offer also includes the bonus and all 
the above services for only $12.) Check 
your preference. Either offer carries an 
absolute money-back guarantee if not 
satisfied in 30 days. 


+ FINANCIAL WORLD, Dept. FB-915 

y |'7 Battery Place, New York 4, N.Y 

nent enclosed, please enter my order for 

of FINANCIAL WORLD including “‘lr 
appease als wk aclograp! Mar 
by Mali servic and my FREE HAND 

all for $ 


of FINANCIAL 
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1 year 
pendent 
and Advic 
BOOK 


mont WORLD 


ADVICE-BY-MAIL as often as once a week for above 
52 weeks—our best opinion on whether to 
buy, sell, hold any listed stock you in- 
quire about that interests you at the par- 
ticular time. (Not available 


alone 


at any - Zone 


Make FINANCIAL WORLD your guide to profits! 
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LISTED Getting Your Dollars’ Worth in 


and 


LOANS 
on UNLISTED 
also FundScope gives money saving 


suggestions 





STOCKS thes: 1 investment 
CLEARANCES the lughest Income and capital 


your investment dollar only 
EXTREMELY HIGH ADVANCES fits kind, FundScope highlights news 
ON MARKET VALUE 


out of the ordinary digests information 
vides special features, unusual facts 

Call or write for information on 

our financing methods. 


performance data on 237 mutual funds 

ment companies and 
Discover for yourself 
analysis can help you 

WARREN-RICHARDS CO., INC. SEND JUST $2 today for an introductory 

Dept. F-915 
330 South Wells Street 
Chicago 6, Illinois 
Phone: HArrison 7-0595 


how proven 


trial to FundScope and receive as a 
the 1961 MUTUAL FUND BUYING GUIDE. 
limited to new trial subscribers only 
does not sell mutual funds 


FundScope, Dept. F-6 


No salesman will 
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and items 
pro 
and current 


month 
FREE BONUS 
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ASSOCIATES INV. 
BENEFICIAL FIN. 
C) CIT FINANCIAL 
[) COMM. CREDIT 
} HELLER, W. E. 
HOUSEHOLD FIN. 
] SEABOARD FIN. 
TALCOTT, J. 


Special Report Surveys The 


FINANCE INDUSTRY 


wae 8 Stocks For New Profits ? 


Since 1945 Installment Credit has risen from $2" billion to about $43 billion—and in the years ahead 
fhnance companies expect to larger share of disposable income as they promote new fields af 
credit ow as commercial + Hreaccon oA begins to mushroom investors are beginning to recognize both : he 
income and capital gain possibilities of this industry group. Prospects for 2 pa articular companies - L 
dynamic industry are exceedingly bright. And in addition, the strong price trend of the entire industry 
attests to the favorable degree of investment sponsorship it now enjoys 

T : to receiv this special industry survey PLUS a 5 week trial subscription to the complete IR 
service and ‘a special nus bulletin A Positive Investment Program Send just $1 today? and ’ 
will learn why investors all over the world turn to Investors Research to sharpshoot for bigger 
in the stock market. Just mail the coupon below 


~ * 
INVESTORS RESEARCH 
Company (Dept. F-110) 
922 Laguna Street 
Santa Barbara. Calif. 
Name 
Addre 
*Serving Investors in 50 States and 20 Foreign Nations. 


Please airmail 5 week tria 
tion, special report on Fir 
dustry and your bonus 
Enclosed is $1 


ance Ir 
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Earnings paid or compounded quarterly 
Southern California's oldest, 
one of the nation’s largest savings 
and loan associations 

————_-e 

In 76 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in Califorma. 

Savings are insured to $10,000 
by Federal Savings and Loan 
Insurance Corporation. A number 
of accounts may he arranged to 
provide insurance protection for 
all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received by the tenth of 


any month earn from the first of 


that month. 
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| ample, one of the most astute growth 


| believe 


funds recently took a major position 
in Exquisite Form Industries (now 
around 13) apparently on the basis 
that: 1) There reportedly are plans to 
recapitalize the company and elimi- 
nate a substantial amount of “B” stock 
held by the management, leaving 4.3 
million “A” shares outstanding. 2) As 
part of the package, there may be a 
private placement of long-term debt 
with insurance companies. 3) Eventu- 
ally, the aggressive management may 
merge its foreign operations and be- 
come a world-wide company. Due to 
non-recurring charges, earnings prob- 
ably were nil for the past fiscal year. 
But there’s a good possibility that 
fiscal 1962 profits will be in the $1.15- 
per-share area and important further 
growth can be visualized in coming 
years. 

This growing speculative emphasis 
on unconventional stocks is one oi the 
reasons I've felt it was a little point- 
less to stress the textile industry’s 
past problems, particularly now, when 
there are more and more signs of a 
major turn for the better. Continued 
strength is being shown in different 
areas of the business and forward 
order bookings are improving. While 
synthetic fiber prices are still poor, 
volume is good, and it’s a foregone 
conclusion that margins will improve. 
Meanwhile, the wool and worsted 
business is excellent and cotton goods 
prices have firmed. I still like consist- 
ently profitable, broadly diversified 
J.P. Stevens & Co. (around 32, paying 
$1.50 a share). 

To put it in a word, I think it’s im- 
portant to note that there has been 
a subtle change in market attitudes. 
Not just from the professional in- 
vestor, who often goes far off the 
beaten path for dynamics, but from 
the individual investor who has 
learned to be more discriminating. In 
the process, many of the market’s 
traditional favorites are being tested 
and found wanting. 

With “change” a big word in the 
investor's lexicon today, I’m impressed 
with Allied Radio Corp. (around 25) 
even though earnings for the fiscal 
year just ended declined to about 
$1.15 per share in the face of a sales 
increase to more than $40 million. I 
sales in the coming fiscal 


year could reach the $46-million area 


and earnings could be as much as 
$1.50 per share. This seat-of-the- 


| pants estimate could prove conserva- 


tive inasmuch as 1962 will be the first 
year of a new decentralized divi- 
sional setup. The real payoff may 


come in fiscal 1962-63, for then the 
1.6 million catalogues expected to be 
mailed this year (against 1.1 million 
last fiscal year) will have their full 
impact. There’s a close relationship 
between mail order sales and the 
number of catalogues in circulation. 
I think the stock has merit for the 
patient growth stock buyer. 

Speaking of patience, I think 
Dynamics Corp. of America (around 
13) could be another interesting long- 
range speculation. For one thing, the 
somewhat disappointing second-quar- 
ter earnings report does not change 
my hope that full-year earnings will 
be comfortably ahead of the 1960 
profit of 50c per share. Secondly, I 
understand the company received 
several large orders in the past 
few months and the biggest problem, 
so to speak, is the fact that there 
is a time lag between receipt and 
shipment of an order. Currently, for 
example, Dynamics is doing a great 
deal of engineering for later produc- 
tion and shipment of contracts on the 
books. With pressure being put on 
the company to accelerate production 
and the backlog growing steadily, all 
the signs indicate that 1962 will be 
a big year. 
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exact point where it penetrated our 
major downtrend line (IV), which 
was plotted by simple _ inspection 
across intermediate-uptrend extremes. 
This sort of coincident penetration is 
quite typical and, what's more, it is 
logically to be expected. A trend line 
that is plotted as a tangent to ex- 
treme swings very naturally accom- 
modates itself to the category of trend 
that it defines; it is, in other words, 
self-adapting. 

The moving average, on the othe: 
hand, is more rigid. It is conceived 
and plotted on the assumption that a 
given trend category has a certain 
“normal” life span; that, so long as 
the actual price movement does not 
disrupt that “normal” average, the 
existing trend is presumed to remain 
unreversed. As an arbitrary yard- 
stick, this approach is no doubt work- 
able within broad tolerances. But the 
unquestionably more realistic yard- 
stick of a trend line plotted by in- 
spection, as on our chart, seems far 
preferable to me. I find it more ra- 
tional, and it is so much less work! 
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For Only $6, You Can 
TRY BARRON’S 
FOR 17 WEEKS 


to help your money grow 


Here is a way to discover, at low cost, 
how Barron’s National Business and 
Financial Weekly gives you complete 
financial and investment guidance—the 
equivalent of numerous special services 
that cost much more. A trial subscrip- 
tion—17 weeks for $6—brings you: 

Everything you need to know to help 
you handle your business and invest- 
ment affairs with greater understand- 
ing and foresight . . . the investment 
implications of current political and 
economic events, and corporate activities 

. the perspective 
anticipate trends and grasp profitable 
investment opportunities . . . the knowl- 
edge of underlying trends, immediate 
outlook, vital news and statistics, which 
indicate real values of securities. Com- 
pactly edited to conserve your time, yet 
keep you profitably informed. 

No other publication is like Barron’s 
It is the only weekly affiliated with Dow 
Jones, and has full use of Dow Jones’ vast, 
specialized information in serving you. 

Try Barron’s and see for yourself how 
this complete weekly financial news serv- 
ice gives you money-making, protective 
information you need in managing your 
business and investments, wisely, profit- 
ably, in the eventful weeks ahead. 

Try it for 17 weeks for $6; full year’s 
subscription only $15. Just send this ad 
today with your check for $6; or tell us 
to bill you. Address: Barron’s, 392 New- 
bury Street, Boston 15, Mass. F-915 
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Follow Your Stocks With the 


CHARTCRAFT 


POINT AND FIGURE SERVICES 


Yog don’t have to be a technician or analyst to 
use the Chartcraft point and figure method or 
charts. Just compare your holdings to our weekly 
reports to see price objectives ond stopfoss points. 

New commitments—each report features o Stock 
of the Week plus one or two other recommended 
issues for trading profits. 

Chartcraft is one of the largest Point ond Figure 
Service publishers in the country, serving the 
investor for over 14 yeors. There are three sep- 
arate reports—NYSE covering 700 stocks—ASE 
over 450 stocks and—OTC over 450 stocks. 


FREE BOOK WITH $10 TRIAL 
When you take a $10 Trial to any one of the 
Chartcraft services we will also send you abso- 
lutely FREE by first-class mail the best selling 
Chartcraft Method book. Just send your check 
today—$10 for each service—to CHARTCRAFT, 
Inc., Dept. F-30, 1 West Ave., Larchmont, N.Y. 











DON'T QUIT SMOKING 


..»- Before Giving My Pipe a Trial! 
New principle that contradicts every idea you’ ve ever 
had about pipe smoking. I guarantee it to smoke cool 
and mild hour after hour, day after day, without rest 
without bite, bitterness or sludge. To prove it, I’ iy my 

try a new Carey Pipe. Send name toda 
FREE complete trial offer. Write to: E. A. tar 
1920 Sunnyside Ave., Dept. 286 - K, »Chicage re ey, 


INVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of Amer- 
ica’s well known diamond cutters. Pay onls 
actual market price. Save '3 to '2 


Mail Free 54 Page Catalog 
EMPIRE DIAMOND CORPORATION 
Empire State Bidg., Dept. 46, N.Y. 1, N.Y. 


Name 


Address 
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probably will pay a higher dividend 
in 1961 than the $1.44 a share paid in 
1960. The return on this stock is 
quite high, especially in view of the 
tax status of the dividend. The com- 
pany has an excellent record as a 
real-estate investor. This stock, men- 
tioned in the previous issue, is re- 
peated for the sake of emphasis. 
U.S. Plywood Corp. (49) looks at- 
tractively priced. On the basis of 
earnings of 96c a share for the July 
(the first of the new fiscal 
year) and projections from persons 
who should be well informed, earnings 
for the year to end next April easily 
could be $4 a share against $2.55 in 


| fiscal 1960, $5.10 in fiscal 1959 and $5.36 
| in fiscal 1958. The stock is selling at 


about 12 times this year’s projected 
earnings against around 24 times for 
the Dow industrials. Of course it is 
cyclical, but the management can be 


| more elastic than some competing 


plywood companies, since it buys 
from others a sizable part of the ply- 
wood it sells. The company’s great 
strength is in merchandising. 

As pointed out above, it is danger- 


| ous to generalize about any industry, 
| but it may be well for enthusiasts 


about chemical shares to recognize 


| that the greater part of the chemical 
| business is plagued by ever greater 
| overcapacity and intense price com- 
| petition. 
| great industry has not grown as fast 


The earning power of this 


as anticipated in late years, and it 


| may not have the future growth in 
| earning power that prices for some 
| of the chemical shares suggest. 


To risk generalizing again, the 
paper industry would seem to be do- 
ing considerably better. This seems 
to be due to a moderate increase in 
the demand for paper and _ paper 


| products stemming from the general 


business recovery. As demand has 
increased, price competition has been 
much less of a problem. Champion 
Paper & Fibre Co. (39), which was 
suggested in this column around the 
end of last year, has since appreciated 
almost one-third in price. 

For those interested in the alumi- 
num industry, Aluminium Ltd. (31) is 
suggested as the stock of choice by a 
wide margin . . . Kerr-McGee Oil In- 
dustries (48) may be cited as an al- 
most perfect example of a growth 
stock, with rapid reinvestment of a 
cash flow of $7 a share or so by a 
talented management with a splendid 


| record. This column was fortunate 
| enough to recommend Kerr-McGee 


at the equivalent of 24 last November. 
It since has sold as high as 60. 
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FEDERAL SAVINGS 
ASSOCIATION 


1 
pays you A's on savings 


DIVIDENDS PAID QUARTERLY at 4'%% cur- 
rent annual rate « World-wide savings service for 
170,000 individuals, corporations and trusts in 50 
states, 76 foreign countries « Same, sound man 
agement policies since 1925 + $40,000,000 reserves 
+ Assets over 38650,000,000 + Accounts insured 
hy Federal Savings & Loan Insurance Corp. «+ Man 
and wife can have - to $30,000 in 3 fully insured 
$10,000 accounts (2 individual and 1 joint) 
Funds received by 10th, earn from Ist + We pay 
air mail both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 
FREE FINANCIAL GUIDE: “The California Story 
contains experts’ ideas on saving money, investing in 
homes, insurance, stocks. Other exciting features! 


fa 





California Federal Savings & Loan Assn 

Box 54087, Terminal Annex, Los Angeles 54, Cali 
Please send free ‘‘The California Story" and 
Cai Fed MAIL-SAVER (ji) to: 


Address 
Cty... Zone ____ State 
(C0 Funds enctosed in amount of $ —_ 
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“The answer to 
any painstaking investor's 
prayer” 


One of our customers, a perfec- 


tionist if we ever saw one, looked 
high and low for a form that would 
enable him to record every detail 
about every stock he purchased. He 
bought many different forms, but 
not one suited his purposes pre- 
cisely. Then he came to us. To- 
gether, we designed what he said 
was “the answer to any painstaking 
investor's prayer.”” We made a deal, 
then, to advertise and sell it. If 
you'd like a sample, we'll put one 
in the mail with our compliments. 
If you know the necessity of keep- 
ing prices and detailed records of 
each stock you buy, you'll find this 
form the answer to your prayer. 


SCHNEIDEREITH & SONS 


Dept. FA, 206-210 S. Sharp St. 
Baltimore 1, Md. 





DOW THEORY LETTERS 


by Richard Russell 


Read by professionals and serious investors 
throughout the world. Send for brochure explain- 
ing the Dow Theory, reprints of the author's 
four recent articles in BARRON'S, and a one- 
month trial subscription (4 issues}, $1.00. 
($50.00 annually, Airmailed.) 


Dept. F, P.0. Box 15196, San Diego 15, Calif. 











73 








vera WEST 


and earn more 
on insured savings ! 


Save by postage-paid mail with 
San Diego's largest and strongest 
savings and loan association, 
located in one of Southern Cali- 
fornia’s fastest-growing metro- 
politan areas. 

CURRENT RATE 


4. 


PER ANNUM 
Earnings paid 4 times a year 
Each account insured to $10,000 
by the Federal Savings and 
Loan Insurance Corp. 
Savings placed by 
the 10th earn 
from the list 
Assets exceeding 
$235, ,000 
Over a quarter 
century of 
service 
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ROWE PRICE 
NEW HORIZONS 
FUND, INC. 


OBJECTIVE: Possible capital gains through 
the medium of wide diversification of highly 
speculative stocks with the hope that a sub- 
stantial number will be outstanding growth 
stocks of the future. 


OFFERED AT NET ASSET VALUE: There is no 
sales load or commission. 


A Prospectus explaining how shares may 
be purchased and at what time they 
will become redeemable may be ob- 
tained from the Fund. 


Rowe Price New Horizons Fund, 
10 Light Street, Dept. B 
Baltimore 2, Maryland 
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International Telephone & Telegraph 


and Litton Industries; FMC Corp. 
(formerly known as Food Machinery 
National Steel; Mon- 
santo or American Viscose; Sterling 
Drug, Carter Products; Coca-Cola, 
Beech-Nut Life Savers and Corn 
Products; Armstrong Cork, National 
Gypsum; International Nickel, Ameri- 
can Metal Climax and Magma Copper. 

I am always reluctant to discuss a 
strictly speculative stock because some 
readers may consider it a “tip” that 
will lead to a sure and quick profit, 


| or it may be bought by people who 


cannot, and should not, take this kind 


| of risk. Thus, duly warned, the reader | 


should evaluate for himself the merits 
of a company which until now has 
been all promise and no performance: 
Cinerama, Inc. (16). 

This sole survivor of the 3-D craze 


| of the early Fifties now seems on the 


verge of a new chapter in its life 
which might prove exceedingly prof- 
itable. I don’t know who made money 
on the well-known five Cinerama pic- 
tures. They grossed an impressive $95 
million at the box office in only 21 
theaters in this country and Canada, 
not counting 
There were flaws in the corporate 
organization, in management and in 
the cost and quality of picture pro- 
jection. All this appears to have 


| changed now. The many phases of 


revenues from abroad. | 


Cinerama—the manufacture of pro- | 


jectors, cameras, the operation of 
theaters and the production of pic- 
tures—are now under the sole con- 
trol of the reorganized Cinerama, Inc. 

A most significant development is 
the new one-booth projection sys- 
tem which not only eliminates the 
annoying jiggle and dividing lines on 
the screen (which had led us to the 
premature conclusion that Cinerama 


| had no future), but also reduces the 


| $75,000 to $10,000. 


theater installation cost from about 
There are now 
about 50 theaters equipped for Ciner- 
ama. Another 50 should be ready for 


the premiere of two Cinerama pic- 


| tures now being made by MGM under 


| casts, 


contract with Cinerama, which ob- 
tained a $12-million transfusion from 
the Prudential Insurance Co. for that 
purpose. The two multi-star films 
could turn out to be phenomenal 
moneymakers. And earnings fore- 


| purely conjectural, of course, but pro- 


| it to the company’s 


jecting Cinerama’s share in the po- 
tential box office gross and relating 


| 2.8 million shares invites some very 
| enticing estimates. But let me repeat: 
| this is a speculative security. 


at this early stage, would be | 


capitalization of | 





Opportunities in WARRANTS 


lf you are interested in making each $1 do 
the work of $100 or $1, in a risi 
morket—then you should be interest 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar- 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to- 
day’s 'market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely-praised and 

only full-length study of its kind—'‘'THE 

s a — OF COMMON STOCK 

WARRA by Sidney Fried. For your 

copy of his book detailing the full story of 

warrants, and a current list of 110 warrants 

Sa should know about, send $2.00 to 
H. M. Associetes, Dept. 

F187, Poe New 

York 1, N. Y. or send for 

free descriptive folder. 











Desk Calculator performance. 
Precision instrument gives 
“on the spot’ answers 
anywhere. Price $125.00 
Available on trial basis 


64 page Mathematical 
Handbook. Contains tabies, 
conversion factors, formulas 
for business, Science & 
industry. For free Booklet 
& information write to: 


CuRTA Company Dept. F-9 
P.O. Box 3414 Van Nuys, California 





Easier Way to Trade for Bigger 


COMMODITY 
PROFITS 


Once-a-week instructions te your broker takes care 
of all trading details. Our weekly letter tells you 
where to buy, sell, take profits or place stops. 
Learn how te increase capital and income in these 
fast-moving markets that enable your funds to 
work 14 times as hard as they can in stocks. Send 
for free booklet and recent trading bulletins today. 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BArclay 7-6484 ; 


ONE STOCK 
DUE FOR A RISE 


if we could advise but a single stock this growth situa- 
tion would be it. And now is the time to buy it. In a 
steep up-trend with good sponsorship (the Funds are 
buying), this explosive N. Y. Exchange issue may offer 
you rapid gains this year and next. We picked this 
stock from 380 candidates while looking for an issue 
to match the profits ($1000 in 1958 to $3000 in 1961) 
offered by Litton industries. You'll see this potential 
1961-62 leader featured as the ‘‘Chart of the Week”’ 
in our latest weekly report which you may receive by 
sending $1 (new readers only) for a 3 week guest sub- 
scription to The Trend Analyst letters. Also as a bonus 
_ will receive a special report “‘Seven Rules For 
uying Stocks’’ which tells how we picked this fea- 
tured stock. Fill out and mail coupon with $1 today to 


THE TREND ANALYS 


I enclose $1 for ONE STOCK DUE FOR A RISE, a 3 
week guest subscription, and ‘‘Seven Rules For Buying 
Ste s."" 
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Almost every growth stock worthy 
of the name spends heavily for re- 
search and for product and process 
development. The whole fabric of our 
economy is shot through with the 
bright thread of research. The mush- 
rooming progress of the country’s re- 
search establishment since the end 


of World War II has been incredible. | 


In 1946, we spent about $2.1 billion 
for research; by 1953, this had ex- 


panded to $4.9 billion; in 1960, this | 
figure had soared to over $12 billion. | 
The late Sumner Slichter called atten- | 
tion to this phenomenon very pithily 


when he said: “The discovery that an 
enormous amount of research can be 
carried on for profit is surely one of 
the most revolutionary economic dis- 
coveries of the last century.” 

Indeed, the more forward-looking 
corporate managers today have dis- 
covered that an enormous amount of 
research must be carried on for profit. 
One of the most rewarding sources of 
future profits stems from the degree 
and quality of research now being 
carried on by aggressive companies— 
as well as the cross-fertilization that 
results between such companies, their 
competitors and their customers—and 
the ability of managements to trans- 
late the fruits of such research into 
dollars of profits. Creative research 
has given birth to whole new indus- 
tries: electronics, data processing, 
plastics, synthetic fibers and such 
seed industries as cryogenics, micro- 
waves, thermoelectrics and ultrason- 
ics. It has become increasingly 
apparent that today’s research penny 
will sire tomorrow’s profits dollar. 

All of the above factors combine to 
pinpoint growth stocks as integral 
building blocks for retirement pro- 
grams. I am listing a representative 
cross-section of such stocks which I 
believe have superior growth charac- 
teristics. These have been divided 
into two groups—those of proven in- 
vestment quality and those in devel- 
oping stages of important and far- 
ranging growth. They all coincide 
with the special needs of the younger 
investor, as well as the established in- 
vestor who is now beginning to think 
along retirement lines. 


SEASONED GROWTH STOCKS: 
General Foods 
Addressograph-Multigraph 
Minnesota Mining & Mfg. 
American Home Products 
DEVELOPING GROWTH STOCKS: 
American Photocopy 
Beckman Instruments 
Cenco Instruments 
Litton Industries 
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ffs Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 
for Making Market Profits—and Keeping 
Them. 


FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities . . a daily price change 
service . . . and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-91. 


MORGAN, ROGERS & ROBERTS, Inc. 
150 Broadway * New York 38, N. Y. 





THE RICHARD D. WYCKOFF COURSE 


OF STOCK MARKET INSTRUCTION 
is starting its 31st year. The reason... 


isa Not an advis- 
ery service.) ‘or free brochureF21. 


WYCKOFF ASSOCIATES, INC. 


40 S. Fairview Park Ridge, Illinois 
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For short term PROFITS 
in active stocks ..... 
OM prele ow ct ce 
(Check which). 

No obligation. Just clip and mail 

with stamped SELF-ADDRESSED 
ENVELOPE. 

Name 

Address 

City eee 
LESTER B. ROBINSON 

1204 Russ Building 
San Francisco 4, California 
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Canada Dry Corporation 
DIVIDEND NOTICE 
The following dividends have been 
declared by the Board of Directors 
Preferred Stock—A regular quarterly 
dividend of $1.0625 per share on 
the $4.25 Cumulative Preferred 
Stock, payable Oct. 1, 1961, to 
stockholders of record at the close 
of business on Sept. 15, 1961 
Common Stock—A quarterly divi 
dend of $0.25 per share on the Com 
mon Stock, of the value of $1.66 
per share payable Oct. 1, 1961, to 
stockholders of record at the close 
of business on Sept. 15, 1961 
Transfer books will not be closed 
Checks will be mailed 
J. W. REILiy, Vice Pres. & Secy 


LOOKING FOR A PLANT SITE? 


FOR PROFESSIONAL 
FACTORY LOCATING 
SERVICES 
write, wire or phone J. D. Eppright 


TEXAS POWER & LIGHT CO. Dallas 


WORLD'S HIGHEST EARNINGS 
FREE GIFT for opening a new 


savings account of $1,000 or more. 


INSURED SAVINGS 


*Set of eight Elegant Crystal Tumblers (12 


oz.), trimmed and monogrammed with your 
initial in 23-K gold or 


* Handsome Travel Alarm Clock in beautiful 


carrying case.* * * 


* Please specify gift. 


* Dividends compounded quarterly * Resources now over 
$60 million + Savings accounts insured to $10,000 by the Fed- 
eral Savings and Loan Insurance Corporation « Air mail postage 
paid both ways « Main office: Lynwood, California + Savings 
postmarked by the 10th of the month earn from the Ist of the 


PER YEAR 
LATEST RATE PAID 


same month. 
Air mail funds to: Wilshire Office of 


WORLD SAVING 


AND LOAN 
ASSOCIATION 


1926 Wilshire Bivd., Los Angeles 57-J, California 


FREE BOOKLET! ‘‘Why Investors Look to California” 








DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 
clared a dividend of 26'2¢ per share on 
the Common Stock, payable October 2, 
1961, to stockholders of record at the 
close of business September 8, 1961. 


August 25, 1961 


D. J. WINFIELD 


Treasurer 


SERVING THE MIDDLE SOUTH 


Arkansas Power & Light Company 
Louisiana Power & Light Company 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 


Mississippi Power & Light Company 
New Orleans Public Service Inc. 





RADIO CORPORATION 
OF AMERICA 


Dividend Notice 


The following dividends have been declared by the Board of Directors: 
First Preferred Stock 


8714 cents per share on the First Preferred Stock, for the period 
October 1, 1961 to December 31, 1961, payable January 2, 1962, to 
stockholders of record at the close of business December 4, 1961. 


Common Stock 


A quarterly dividend of 25 cents per share on the Common Stock, 
payable October 23, 1961, to stockholders of record at the close of 


business September 15, 1961. 


New York, N. Y., September 1, 1961 


“USF&6 


Baltimore 3, Maryland 


The Board of Directors of 
United States Fidelity and 
Guaranty Company has de- 
clared a quarterly dividend of 
thirty cents a share, payable 
October 16, 1961, to stock- 
holders of record September 
25, 1961. 

JOHN D. WILLIAMS 
Secretary 








August 23, 1961 























ERNEST B. GORIN, 


Vice President and Treasurer 


COMMERCIAL SOLVENTS 
Comporation 
DIVIDEND NO. 107 





A dividend of fifteen cents (15¢) 
per share has today been declared 
on the outstanding common stock of 
this Corporation, payable on Sep- 
tember 29, 1961, to stockholders of 
record at the close of business on 
September 5, 1961. 

A. R. BERGEN 


August 28, 1961. Secretary. 


Paterson, NJ. 











YOUR FUTURE 
IS GREAT IN A 


GROWING AMERICA 


| Now’s the time for optimism! 








READERS SAY 


(CONTINUED FROM PAGE 7) 


ters. Were the Port Authority to enter 
this field with political strings attached, I 
think you might well warn the bond- 
holder. The quickest way to undermine 
the credit of the Port Authority would be 
to permit political considerations to dic- 

tate its future course of operations. 
—WILLIAM M. AbDAms 
President, 
Braun, Bosworth & Co. 

Detroit, Mich. 


Sir: I enjoyed your article about Port 
Authority bonds. I think it is very true. 
—WALTER T. MarceETTs Jr. 


Sir: Your editorial makes some good 
points about this governmental agency. 

. . It is only when you take the tack 
that Austin J. Tobin, its executive direc- 
tor, has been the villain behind the 
scenes, that we must part company... . 
Arrogance is sometimes confused with 
firm decision and a resolution to pursue 
a sound course. How much more fortu- 
nate we are, I think, that Mr. Tobin has 
this firm resolution as woefully con- 
trasted with the vacillation and fence- 
sitting of a Robert F. Wagner. 

Mr. Tobin’s decision to press for an 
airport in Morris County was done only 
after exhaustive engineering studies had 
indicated that this was the only feasible 
area upon which to build . . . progress 
almost always steps on someone’s toes. 

—L. WALTER DEMPSEY 
President, 
B.J. Van Ingen & Co., Inc 
New York, N.Y. 


Str: Your editorial was definitely a 
“below the belt” thrust. 
—I.H. GoipsBercer, M.D. 
New York, N.Y. 


Sir: I heartily concur in all the 
thoughts you have expressed . . . con- 
cerning the Port of New York Authority. 

—ELIzABETH C. WEMETT 
Berkeley Heights, NJ. 


The Best Defense? 


Str: In your endorsement of home 
shelters (“Needed: A Home Shelter Pro- 
gram,” Forses, Aug. 15) I believe you 
overlooked two points. First, a poorly 
constructed shelter could be worse than 
no shelter at all (because of the weight of 
the concrete, small area, etc.). Second, a 
home shelter is not adequate protection 
against bacteriological warfare. 

—JOon HARPER 
Lakewood, Ohio 


Sir: Mr. Forbes mentions a basement 
fallout shelter with a supposed cost of 
about $220. But this is only the cost of 
materials based on the assumption that 
the homeowner will do all the work him- 
~ Ae 

—JOHN J. Kiaser, A.LA. 
Huntington, N.Y. 
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Down With Options! 


Sir: Your editorial “Do Executive Op- 
tions Benefit Stockholders?” (Forses, 
May 15) is as full of holes as a Swiss 
cheese. I think stock options to execu- 
tives is the biggest racket since the daily 
double was invented. 

I think 90% of these executives could 
be replaced at the same fabulous salary— 
without options—and probably by men 
who would be interested enough to buy 
stock in the company at market. 

—A.D. Casey 
Mechanicville, N.Y. 


Sir: Stockholders who oppose reason- 
able stock option plans want to cut off 
their noses to spite their faces. Stock op- 
tions do benefit stockholders. 

—DonaLp SIMon 
New York, N.Y. 


In Defense of Antitrust 


Sir: I read Heinz Biel’s article (Forses, 
Aug. 1) in which he commented at length 
about the ramifications of the merger 
provisions of the Clayton Act (Sec. 7). 

His remarks were unfair to the De- 
partment of Justice in my opinion. 

If there is anything wrong with the 
situation, it is that the law does not re- 
quire that companies planning mergers 
notify the Department of Justice at a 
given time in advance, so that the de- 
partment can study the mergers and take 
such action as it deems appropriate. 

Such a provision of the law has been 
proposed; but thus far has not been 
favorably received by the Congress. 

—GLENWoop W. Rouse 
Peninsula, Ohio 


As a Forses columnist, Mr. Biel is free 
to express his personal opinion, which is 
not necessarily the same as that of the 
editors of Forses—Eb. 





SUNDSTRAND 


SUNDSTRAND 
CORPORATION 


DIVIDEND NOTICE 
The board of Directors de- 
clared a quarterly dividend 
of 1242¢ per share on the 
common stock, payable 
September 25, 1961, to 
shareholders of record 
September 11, 1961. 


G. J. LANDSTROM 
Vice President-Secretary 


y, 


Rockford, Illinois 
August 22, 1961 
‘=, 
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Big Bank Under Pressure. As the country banks that have been its best 
customers grow bigger. big Chase Manhattan is forced to seek new business 
elsewhere. In its next issue, ForBes analyzes the new strategy being shaped 
by Chairman George Champion and President David Rockefeller. 
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ON THE 


TH 0 U G HIS BUSINESS OF LIFE 


To a man with an empty stomach 
food is God. —Monanpas K. GANDHI. 


Power does not corrupt men; fools 
however, if they get into a position of 
power, corrupt power. 

—Georce Bernarp SHAW. 


We exaggerate misfortune and hap- 
piness alike. We are never either so 
wretched or so happy as we say we 
are. —Honore ve BALzac. 


Tenterhooks are the upholstery of 
the anxious seat. —RoBert SHERWOOD. 


Through unity of action we can be 
a veritable colossus in support of 
peace. No one can defeat us unless 
we first defeat ourselves. Every one 
of us must be guided by this truth. 

—Dwicut D. EIsENHOWER. 


The measure of a man’s character 
is what he would do if he knew he 
never would be found out. 

—TuHomas MACULTZz. 


When men speak ill of thee, live so 
as nobody may believe them.—PLato 


In science the credit goes to the 
man who convinces the world, not to 
the man to whom the idea first occurs. 

—Srr WILiiAM OSLER. 


There are admirable potentialities 
in every human being. Believe in 
your strength and your youth. Learn 
to repeat endlessly to yourself: “It 
all depends on me.” —ANDRE GIDE. 


In any emergency in life there is 
nothing so strong and safe as the 
simple truth. —CHARLES DICKENS. 


The only leadership I will recog- 
nize—if you can call it leadership- 
is by the man who by his own good 
works gives to those about him cour- 
age. —JOHN MarIN. 


The end of the human race will be 
that it will eventually die of civiliza- 
tion. —RatepH WALpo EMERSON. 


There are no necessary evils in gov- 


ernment. Its evils exist only in its 
abuses. If it would confine itself to 
equal protection, and, as heaven does 
its rain, shower its favors alike on the 
high and on the low, the rich and the 
poor, it would be an unqualified bless- 
—ANDREW JACKSON. 


Remember, my son, that any man 
who is a bear on the future of this 
country will go broke. 

—J. PreERPONT MorGAN. 


The theory that can absorb the 
greatest number of facts, and persist 
in doing so, generation after gener- 
ation through all changes of opinion 
and detail, is the one that must rule 
all observation. —JouN WEIsS. 


That so few now dare to be eccentric 
marks the chief danger of the time. 
—Joun Stuart MILL. 


B. C. FORBES 


It is infinitely important that 
we strive conscientiously, pray- 
erfully, to cultivate an exhila- 
rating disposition. Our person- 
ality largely determines whether 
we are an asset or a liability in 
the world. 

This poor old earth 
has need of mirth; 
It has troubles 
enough of its own. 
To live a truly helpful, success- 
ful life, radiate mirth, not mo- 
roseness. 


Culture is not just an ornament; it 
is the expression of a nation’s charac- 
ter, and at the same time it is a pow- 
erful instrument to mould character. 
The end of culture is right living. 

—W. Somerset MauGuHam. 


I do not understand what the man 
who is happy wants in order to be 
happier. —CICcERO. 


It is of great importance in a repub- 
lic not only to guard against the op- 
pression of its rulers, but to guard one 
part of society against the injustice of 
the other part.—ALEXANDER HAMILTON. 


Nothing more completely _ baffles 
one who is full of tricks and duplicity 
than straightforward and simple in- 
tegrity in another. 

—CHARLES CALEB COLTON. 


One of the principal challenges of 
our world to the individual is that he 
must not only achieve a fairly high 
degree of specialization to make him 
a useful member of society, but at the 
same time achieve enough general 
knowledge to enable him to look with 
sympathy and understanding on what 
is going on about him. 

—OL.iver J. CALDWELL. 


Most of us retain enough of the 
theological attitude to think that we 
are little gods. 

—OLIVER WENDELL HoLMEs JR. 


He who receives a benefit with 
gratitude repays the first installment 
on his debt. —SENECA. 


Learning without thought is labor 
lost; thought without learning is 
perilous. —COonNFUCIUS. 


We cannot get grace from gadgets. 
In the bakelite house of the future, the 
dishes may not break, but the heart 
can. Even a man with ten shower 
baths may find life flat, stale and un- 
profitable. —J.B. PRIESTLEY. 


Don’t accustom yourself to use big 
words for little matters. 
—SAMUEL JOHNSON. 


A cousin of mine once said about 
money, money is always there but the 
pockets change; it is not in the same 
pockets after a change, and that is all 
there is to say about money. 

—GERTRUDE STEIN. 


Education is man’s going forward 
from cocksure ignorance to thought- 
ful uncertainty. 

—KENNETH G. JOHNSON. 


It is not possible to found a lasting 
power upon injustice, perjury, and 
treachery. —DEMOSTHENES. 


Twenty thousand years ago the 
family was the social unit. Now the 
social unit has become the world, in 
which it may truthfully be said that 
each person’s welfare affects that of 
every other. —ArTHUR H. COMPTON. 


More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by John Ballentine, Tyler, 
Minn. What's your favorite text? 
A Forbes book is presented to 
senders of texts used 


Buy the truth, and sell it not; also wisdom, 
and instruction, and understanding. 


—ProverBsS 23:23 
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INCO...EXPLORING NEW WAYS FOR NICKEL TO SERVE YOU 


Inco provides alloy to safeguard X-15 on hot ride home 


When America’s latest pilot-controlled research rocket 
plane, the X-15, re-enters the atmosphere on the way 
back home, friction can make it glow like a red hot 
poker. The intense heat on the surface of the ship would 
soften and weaken materials normally used in aircraft 
construction. 


What kind of metal can be counted on to stay strong at 
the red heat of re-entry? The answer came from Inco 
research: a Nickel-containing alloy strong enough to 
resist temperatures of one-thousand degrees, and more! 
Even prior to the advent of the jet engine, Inco research 
metallurgists had undertaken the problem of developing 


ever-stronger metals to resist high temperatures. Over 
250 compositions were tested in the course of developing 
a material having properties subsequently found suitable 
for use in the X-15. This search for a new heat-resistant 
alloy is one more example of how Inco is exploring new 
ways for Nickel to serve you. 1961. Inco 


INCO 


THE INTERNATIONAL NICKEL COMPANY, INC., NEW YORK 5, N. Y. 





White Label” 
DEWAR'S 


SCOTCH WHISKY 


Famed are the clans of Scotland 
... their colorful tartans worn in 
glory through the centuries. 
Famous, too, is Dewar’s White 
Label quality, with its genuine 
Scotch flavor. Forever and 
always a wee bit o’ Scotland 

in its distinctive bottle! 
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Dewar Highlander 


SET OF 4 COLOR PRINTS OF CLANS MacLaine, MacLeod, Wallace and Highlander, shown in authentic full 
dress regalia, 9%"’ x 12”’, suitable for framing. Available only in states where legal. Send $5 to Cashier's 


; Available in quart, fifth, tenth, half pint 
Dept. #3, Schenley Import Co., 350 Fifth Avenue, New York 1, New York ©86.8 Proof Blended Scotch Whisky 


and miniature —in states where legal. 





